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_ proposal lacks seriousness. 


The Stalin Gambit 


HEN Mr Bevin told his radio audience on December 22nd that 
© Britain “does not tie herself to anybody ” he was doubtless trying 
to appease the Labour rebels who said, and still say, that Britain has 
in fact been tied to America. For any other purpose the statement 
was misleading. Britain is, by treaty, explicitly and closely tied to 
Turkey, to Iraq, to Egypt, to Portugal; the rope thrown by M. Blum 
has been caught and the first loop is being made. Not for the first 
time, the Foreign Secretary has found that sweeping honest-to-goodness 
Statements about British policy may be misunderstood. True, this 
particular phrase was followed by the qualification “except in regard 
to her obligations under the Charter”; but that only made matters 
worse. For the juxtaposition was bound to put ideas into the head 
of anyone in Moscow who was either looking for trouble, or merely 
looking up the terms of the Anglo-Soviet Alliance of May, 1942, as part 
of the briefing for Field-Marshal Montgomery’s visit. Article IV of 
that instrument looks forward to a time when both governments will 
have adopted “ proposals for common action to preserve peace and 
resist aggression in the post-war period,” and will then recognise “ by 
mutual agreement” that special undertakings to help one another 
against fresh aggression by Germany and its associates have become 
unnecessary. 

The conversations that have already begun through the new Soviet 
Ambassador in London, Mr Zarubin, should, in fact, be given an objective 
at once wider and more restricted—wider in space and more restricted 
in time—than Mr Bevin’s proposal of an extension of the present alliance 
from twenty to fifty years. No British Government can commit the 
country to any very specific obligations so far ahead, save under the 
Charter of Uno. In the present state of Anglo-Soviet relations, such a 
What is far more important is that the 
Soviet Government should be persuaded that these talks should lead up 
to a patient and wide-ranging survey of relations over areas not covered 
by existing agreements; for example, the eastern Mediterranean and the 
Middle East—where there is a gap in the Soviet cordon sanitaire and 
where British military commitments are at least as costly as they are 
likely to be in Europe. This is not to suggest that it is primarily the 
British fault that no such general talks have taken place since Potsdam. 
There has certainly been little sign in the last eighteen months that 
particular value was attached in Moscow to the British alliance; nor has 
there been much disposition to observe the spirit of the much neglected 
Articles V and VI, which pledge the governments to “close and friendly 
collaboration . . . for the organisation of security and economic pros- 
perity in Europe” and to “all possible” mutual economic assistance. 
In fact, until Mr Stalin made his gruff gesture of conciliation last week, 
there was no prospect ahead save running actions of varying length and 
bitterness over Austria, Germany, atomic energy and disarmament, 
culminating in a long wrangle over the Far Eastern settlement sometime 
in 1948. Against such a background, European recovery would be 
dogged by suspicions: suspicion in Moscow that western Europe— 
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including the Ruhr—was being organised against the Soviet; 
suspicion in London that prdjects of economic co-operation in 

-Europe would be wrecked by Communist criticism and non- 
co-operation; suspicion in Washington that loans to Europe 
would be used to establish Socialist dictatorships with their 
industries keyed to the Five Year Plan. 


* 


The cure of these suspicions cannot be tried in Europe alone; 
it has to be tried in the Middle East and the Far East as 
well. But it is in Europe, in Germany, that the inflamation 
is worst. It is conceivable that the Russians believe, as it 
is said the French believe, that Britain intends to rebuild a 
German state strong enough to restore the Balance of Power 
on the Continent. The only hard, acceptable assurance that 
the British have no such cunning and long-sighted intentions 
would be a long-term undertaking from them to take military 
action against a German Government which was breaking 
any of its treaty obligations. That is something Mr Bevin 
should not hesitate to give, if necessary before going to Moscow. 
But talks with the Russians should not end there. Having 
gone this long way to meet them, he should ask for similar 
assurances in different form that it is not their intention to 
encourage every left-wing organisation from the Dardanelles 
to the frontiers of India to act as advance guards of Soviet- 
Communist expansion. Such assurances cannot and should 
not come quickly; for they must be firm and far-reaching if 
they are to mean anything. Once secured, the way might 
be clear to discuss the form in which Soviet and British interests 
in that area could be best secured. Each government has 
clearly recognisable and vital interests along their respective 
fringes of this land-bridge. For their defence, each is tempted 
to push beyond the fringes outposts whose activity looks 
aggressive to the other side. The movement and the suspicion 
will continue so long as there is no firm mutual recognition 
of the vital interests and of the distance to be kept between 
them. Such agreement would be hard to get, but it would 
be worth trying. 

If it is part of Mr Stalin’s intention to draw the British aside 
from the Americans—and Pravda has almost boasted that it 
is—then he should see the advantages of not refusing to discuss 
the Middle East. There his policy has so far not created an 
Anglo-American front anything like that which faces him in 
Germany. There lie most of the military commitments which 
demand so much British money and man-power; and there, 
too, lie the most vulnerable approaches to both empires. Should 
he refuse discussion outright the voices which divide public 
support of Mr Bevin’s policy would have to find a new tune. 
Should he procrastinate, so can Mr Bevin—over the alliance. 
Should he show interest, then there would be some hope of 
breaking the deadlocks which threaten Allied negotiations in 
Europe by negotiation and agreement elsewhere, with Britain 
in the Middle East and with America in the Far East. For 
it is now clear that negotiation of peace treaties settles every- 
thing except relations between the great Powers. 

In any event, the reaction from Moscow was both prompt 
and enigmatic. First, there was an article in Pravda, in the 
usual hectoring style, deducing from Mr Bevin’s words that 
Britain no longer had need of the Anglo-Soviet Alliance, and 
therefore leading in London to the suspicion that Moscow was 
about to denounce it. Lord Montgomery, returning from his 
visit to Moscow, is said to have reported that Mr Stalin was 
seriously concerned at this alleged new development in British 
policy. A Note is therefore hurriedly dispatched to say that 
Mr Bevin had not, of course, meant anything of the sort. And, 
finally, an answer comes from Mr Stalin saying that he will 
be delighted not only to maintain the Alliance but to extend 
it provided it is freed of the “ reservations ” that at present 
weaken it. 
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What is to be made of this curious succession of events ? 
It is just possible to take them at their face value. It is just 
conceivable that the Russians did seriously think that Britain 
was about to abandon the Alliance. Has there not, after ail, 
been a great deal of talk in Britain of the shortage of man-power 
and the need to reduce military commitments, coupled with 
repeated insistence that Uno is the only basis of British foreign 
policy ? Might not this imply a decision to abandon what 
might eventually be the most onerous of all commitments, the 
promise to Russia to make war in Europe once again, in certain 
circumstances ? In Moscow, where the unilateral revision of 
agreements is regarded as part of the technique of realist diplo- 
macy, this may just conceivably have seemed to be the correct 
interpretation of Mr Bevin’s words, Pravda may have been rude 
only to be kind, simulating an unhappy misunderstanding in 
order to bring about a happy reconciliation, and Mr Stalin's 
reply of January 22nd may have been a genuine sigh of relief. 
On this interpretation, the whole incident is proof of a more 
friendly turn in Soviet policy, to be set alongside such other 
evidence as the sudden advocacy of disarmament, the strangely 
compliant acceptance of the anti-Russian turn in Persia and the 
series of reassuring interviews given by Mr Stalin himself. 

But there is another interpretation, which is probably nearer 
to the truth. This is that the Kremlin saw in Mr Bevin’s verbal 
slip an opportunity to drive a wedge between him and the new 
American Secretary of State. Mr Bevin, the argument would 
run, is under heavy fire from the “rebels” in his party (the 
Kremlin probably exaggerates the heaviness of the fire). He 
is already under the necessity of proving that he is not anti- 
Russ‘an in his policy and is doing everything the can to maintain 
and restore friendship between Britain and Russia. Why not 
try to get him on the run by making it look as if he is breaking 
the Alliance? Why not, by this tactic, force him to make some 
real concessions to the Russian point of view and thus annoy 
the Americans? Why not, since the Alliance is, after all, an 
alliance against Germany, claim that it needs to be “ extended ” 
and purged of “reservations ”—that is, suggest that the price 
for extension is a move by Britain, in the sphere of policy to- 
wards Germany, away from the present agreement with America 
towards agreement with Russia. And if all this can be done 
before the Moscow Conference has assembled, it may sow some 
seeds of suspicion in the Anglo-American camp. At least it 
was worth trying, and it may be thought in Moscow to have 
yielded rather more dividends than had been expected. It has, 
at any rate, brought from London an implied admission that 
Mr Bevin cannot, for domestic political reasons, do without 
the Alliance, which puts quite a powerful trump card into the 
Russian hand. 


* 


Fortunately, whichever interpretation is the correct one, the 
next British move ought to be much the same. Now that an 
extension of the Treaty, and the removal of its present Jimita- 
tions are on the agenda, the obvious British move is to attempt 
to extend it into other fields of British-Russian contact, in 
addition to Germany. An agreement made now to resist armed 
aggression by Germany in an unpredictable future is, after all, 
of very little relevance to the present day. An alliance, in an 
unscrupulous and suspicious world, is the nearest thing to a 
contract of good behaviour that one sovereign state can expect 
from another and where such alliances against Germany have 
been concluded by the Soviet as in Eastern Europe they are the 
outward and visible sign of much wider collaboration. Why 
not, therefore, try to extend the Anglo-Soviet Alliance, now that 
extension is in order, into a general understanding on all ques- 
tions? If the Russians are genuinely anxious for friendship, 
they would respond. If they are indulging in a tactical bluff 
this is the way to call it. 
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ich Thoughts on Planning 


T is a pity that the second reading of the Town and Coun- 
I try Planning Bill should have been pervaded with an avoid- 
able air of grievance. The Bill was published only three weeks 
ago and, as its Committee stage will presumably not be taken 
on the floor of the House, it will disappear from the. limelight 
until the occasion of its final fleeting passage through the Com- 
mons. Yet exposure to the public gaze is precisely what the Bill 
most needs, and is capable of benefiting the Bill’s friends quite as 
much as its enemies. One thing about the control of land 
use that should be clearly realised from the outset by the 
planners is that an informed and interested public opinion 
is the indispensable condition of good planning. After 
all, it is the public that is being planned—that is being sent 
to Crawley and Stevenage, that is being found work in this 
town and denied it in that, that is being provided with a 
national park in one hill area but forced to circumambulate a 
bombing range in another. Control over development of all 
sorts is to be exercised in the public interest. The first step 
should therefore surely be to discover what the ordinary citizen 
wants—end not merely to listen patiently, if he ventures to 
speak, but to encourage him to express his views. If this 
means revising administrative procedure, so much the better. 
It is time that departmental windows were opened to the fresh 
air. Happily Mr Silkin’s speech gave every sign of recognizing 
these needs. Can his views now triumph over the bureaucratic 
mind? 2 

The first of the Opposition’s grounds for dividing the House 
on the second reading was that adequate time had not been given 
for the local authorities to express their views. The Opposition 
might have gone further, and pointed out that almost every 
individual local authority, landowner, builder and industrialist 
will be affected in some different and often unpredictable way 
by the Bill’s marathon number of clauses. Even a competent 
and detailed two-hour speech from Mr Silkin is no substitute 
for reasoned consideration. He said himself that there was 
enough material for several Bills and several two-hour speeches. 
Why not then accord the material the respect it deserves? It is 
far from wise to enact too many measures whose full implications 
have not been gathered. 

The subject-matter of the Bill falls naturally into two stages. 
The first stage is to unscramble the financial tangle of com- 
pensation and betterment. The second and consequential stage 
is to endow the state with new powers of positive planning. 
Although the debate centred on the Bill’s financial provisions, 
this second Stage is its positive and more satisfactory side. The 
chief interest in the new planning powers lies in the way in 
which they will in practice be administered. 

The new local planning authorities, the counties and county 
boroughs, are given complete power to lay out their areas as 
they choose. They can, in effect, permit or prohibit buildiag 
and rebuilding without having to worry about the financial 
consequences. Moreover, they can compulsorily acquire land 
themselves up to ten years in advance of actual need and erect 
on it any type of building, including shops and factories. The 
only check on their activities—and it is a big one—is that 
exercised by Government departments. Not only does the 
Minister of Town and Country Planning have the final say 
on any local scheme, but other Government departments, in- 
cluding the ubiquitous Service departments, cannot bz 
restricted in their activities by the local planning authorities— 
except by agreement. But however the arms of the octopus 
disport with each other, the fact remains that every detail of 
physical development will be controlled, and a greatly increased 
part will actually be carried out by the public authorities. 
What vitally interests the citizen is along what lines this control 


will be exercised. There need be no doubting that the new 
powers are adequate. But will they be used well or ill, with 
wisdom, dispatch and restraint, or with stupidity, tardiness and 
licence? 

The Bill naturally cannot give the answer to these ques- 
tions, but it should not be wholly silent. It does not contain 
enough evidence of willingness to invite co-operation and to 
hearken to objections from interested parties, voluntary societies 
and the general public. The great increase in planning activity 
which it promotes cannot operate smoothly for some time tv 
come. The new administrative machinery haz to be oiled. 
Large numbers of new town-planners have to be recruited and 
trained ; indeed, figures given some time ago by Mr Silkin 
himself suggest that the numbers will have to be doubled or 
trebled. Moreover, they need to be trained in a new tradition, 
which will equip them to understand and mould the social and 


economic fabric of the nation and not just to lay down hous- 


ing densities and building lines. All this takes time, and the 
three years which the local authorities are given to prepare 
development schemes is too short a period, especially since 
the Minister wisely insists that the local surveys should be care- 
ful and detailed and the plans fully aired in public. The planning 
authorities, central and local, are far from having either the 
experience or the staff to co-ordinate all types of land use 
efficiently and promptly. But Mr Silkin can turn this 
weakness to strength, if he is willing to admit it, to pro- 
ceed with caution and learn by mistakes and to invite the co- 
operation of the many who are willing to give it. There is 
an especial need for fostering independent voluntary surveys, 
such as those carried out by Nuffield College and by the West 
Midland group, and as the Minister recognized, for associating 
the universities (with due respect for the proper boundaries of 
academic studies) with research into the economic and social 
needs of their surrounding regions. Planning which goes on 
behind locked doors will speedily defeat its own end—that of 
improving the comfort and the convenience of the ordinary 
citizen. Planning which is willing to encourage and subsidise 
pioneer investigations of all types, and to seek out and to sound 
public opinion—to acquaint the public with the plans and the 
planners with the public—can be both effective and popular. 


* 


The belief that a public authority, merely because it is in a 
position to take into account all relevant factors, will auto- 
matically act for the public good has by now worn very thin. 
The fallibility of the planning authorities should be frankly 
recognised and guarded against. This is best done in two 
ways. So far as possible, control should be exercised through 
general edicts, stating what the individual may or may not do 
with his land and property, and detailed wrangling over indi- 
vidual cases should be kept to a minimum. At the same time, 
the idea of permitting an appeal to an independent tribunal 
against planning restrictions, which Mr Silkin toys with vaguely 
and in a minor way, should be made definite and universal. 
Strange things can be done under town-planning law in the 
name of amenity or aesthetics, and in so controversial a field 
it is wise at least to provide access to a second and unofficial 
opinion. Even the best-intentioned of public officials arc 
driven by their rules and precedents into a rut, and they should 
be compelled to emerge at the most frequent intervals and 
justify their decisions at the bar of common sense. 

The Bill’s planning provisions are good because of their 
comprehensiveness. Its financial provisions are bad because of 
their vagueness, which in places cloaks an undoubted inequity. 
Mr Silkin explained that the £300 million awarded to land- 
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owners as compensation for loss of development value could be 
satisfactorily deduced from the figure of {£9 million quoted 
by the Uthwatt report as the estimated annual value of develop- 
ment on undeveloped’ land. The Minister doubles this £9 
million to allow for the value of development inside urban 
areas (excluded from Uthwatt) and he then has to multiply 
by an appropriate number of years’ purchase, which he takes 
to be 1§ or 16. The total then comes out at around £300 
million. The calculation is admitted?y of the roughest, and 
Mr Silkin rightly argues that any figure would be more or 'ess 
arbitrary. But does he seriously maintain that this brand of 
arithmetic, worked out in secret by the Government and now 
sprung on Parliament at the second reading without even the 
accompaniment of an explanatory White Paper, is fairer and 
more accurate than would be the result arrived at by an inde- 
pendent judicial inquiry? Moreover, taking Mr Silkin’s own 
rough arithmetic, it is inexcusable to take only 15 or 16 years’ 
purchase on the grounds that the asset to be acquired is a specu- 
lative one, for the original Uthwatt calculation is already sup- 
posed to have removed the speculative element. " 

Mr Silkin is leaving to Mr Dalton, who is speaking too laie 
for comment in this issue, his usual task of explaining away a 
cenfiscatory provision—in this case, the continued retention of 
the 1939 basis for land acquisition. Some surprise concession is 
on the cards. Mr Dalton’s task is the harder since, having 
himself made a present of a capital bonus to holders of the 
National Debt, the Government’s treatment of landowners loses 
even the semblance of logic which it possessed when 1939 prices 
were first written into the Town and Country Planning Act of 
1944. It also does bad service te the cause of planning, as can 
be seen from the resentment occasioned by proposals to acquire 
property at Stevenage. at 1939 prices. 

The Bill’s proposals for collecting a development charge 
from the owner, whenever land is put to a different use, are 
bad only in respect of their vagueness. It is rather surprising 
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that the Uthwatt suggestion that the land should be acquired 


‘by the State .as-soon as development takes place has not been 


adopted. This device would at least prove more expeditious 
and straightforward than the present arrangements by which 
the Central Land Board is apparently to be permitted to 
negotiate the charge individually with each owner. The Minis- 
ter will give. guiding principles to the Board, which he has 
promised first to explain to Parliament. It would probably 
be wiser, and it might even be more lucrative, to lay down a 
few uniform rates of development charge, which should be 
made subject to Parliamentary approval and varied only in 
exceptional circumstances, to meet needs such as those of the 
development areas. 


This is far from being a model Bill. It is much to be hoped 
that during the Committee stage there will be a reduction in 
the number of its uncertainties, an increase in the public safe- 
guards against inept administration and—if the Labour Party 
can bring itself to do justice to property owners—an improve- 
ment in the terms offered to landowners. But even with these 
defects, the Bill does offer a remarkable opportunity for :e- 
placing the wasteful mismanagement of Britain’s scarcest asset, 
its land, by a scheme of rational and orderly development. 
The main obstacles in the way—the compensation bogey, the 
lack of local authority finance, the absence of powers of State 
planning and development—are all being removed. Such diffi- 
culties as remain will be of the Government’s own creating, 
such as the lack of co-ordination among its own departments. 
No longer can the blame be laid on migrant industrialists or 
profiteering jerry-builders. It now remains to be seen whether 
the planning authorities will rise to their opportunity. Their 
chances will be greatly improved if they remember that physica! 
planning requires a different technique—more delicate and 
more experimental—than the ordinary routine of administra- 
tion, and one which can easily be poisoned at birth by bureau- 
cratic niggling and secrecy. 


The Housing Programme 


T long last the Minister of Health has produced a housing 
A target—or as he prefers to call it a programme—issued 
in the form of a White Paper on January 28th.* The pro- 
posals have been synchronised with the issue of the last 
monthly report for 1946 so that it is possible to review 
the possibilities of the next twelve months against the per- 
formance of the last twelve, and to indulge in calculations 
which can be as fascinating as they are uncertain. Nevertheless 
Mr Bevan’s decision to commit himself to a statement of aims 
is to be heartily welcomed, and the more so since the White 
Paper is simple, courageous and to the point. Indeed, after 
the excessive caution the Minister of Health has shown in 
the past the chief surprise is that he should have beén so bold 
about the future. To aim at quadrupling in 1947 the 1946 
rate of completion of permanent houses is ambitious, to say the 
least. 

During 1946 some 60,000 permanent and 90,000 temporary 
houses were completed with an average labour force of 190,000. 
During 1947 it is estimated that the number of men available 
for the erection of permanent houses will be 300,000 and that 
they will complete 240,000 houses. The 60,000 temporary 
houses which yet remain over from the temporary programme 
are mostly aluminium houses, which require very little labour 
for erection, and their completion should therefore not interfere 
with the programme for permanent houses, which is the crux 
of the year’s work. Mr Bevan’s calculations will, therefore, 


* Cmd. 7021. 





stand or fall on the number of permanent houses which are 
completed during the year, and this with no relaxation of the 
four to one limitation on private enterprise. 

How far is the 1947 programme likely to be achieved? This 
is the vital question, but the answer is extremely difficult to 
predict, for it depends largely on which set of figures are used 
to make the estimate. The table below sets out the dilemma, 
for it shows that the 1947 programme contemplates a 
trebling of the average monthly rate of completion of 
permanent houses with only a 50 per cent increase in the labour 
force. During the last three months of 1946, which is the 
only fair period to take for purposes of comparison, 7,000 
permanent houses were finished each month, with a labour force 
of 200,000, whereas in 1947 it is contemplated that 20,000 
houses will be completed each month with a labour force of 
300,000. This looks on the face of it impossibly ambitious. 


COMPARISONS OF PERFORMANCE AND PROGRAMME. 





| 1946 1947 
Number of permanent houses completed per month.. 7,000* | 20,000t 
Manpower employed on permanent houses.......... 200,000* ,000F 
Permanent houses under construction at end of year. . 200,000 


* Average for last 3 months. 


On the other hand there were at the end of the year 203,000 
houses already in process of erection, so that the 1947 target 
would only involve finishing these and another 37,000. Looked 


t+ Average for year. 
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at from this point of view the programme aes perfectly 
feasible not to say modest. 

A partial explanation of this conflict in data is the lack of 
balance in the 1946 programme. With the performance of the 
whole year set out in the diagram below it is now very obvious 
that the house building effort of the nation has been too widely 
spread. In a tremendous effort to get large numbers of 
houses started, too little labour was concentrated on completing 
them. The result is that the labour force has been spread 
thinly over 263,000 permanent houses and has only managed 
to make 60,000 ready for occupation, whereas if it had been 
confined to no more than, say, 160,000 or 200,000 houses, at 
least 100,000 families would now be benefiting. Having seen 
the results of this policy of dispersion the Ministry of Health 


_ have now reversed the emphasis and are going full steam in 


the opposite direction in an effort to complete those houses 
which are already half built. The effect of this reversal of 
policy can be clearly seen from the estimate that no more 
houses will be under construction at the end of 1947 than at 
the end of 1946. 

In assessing the probability of achieving the 1947 programme 
two further aspects of the housing situation must be reviewed 
—those of manpower and of materials. The White Paper 
contemplates a modest increase in the total manpower em- 
ployed on building and civil engineering, but a considerable 
switch-over from work on temporary houses, adaptations and 
conversions to work on permanent houses : — 








June, Dec., June, Dec., 
1946 1946 1947 1947 
Number employed in building and 
civil engineering. .....-ssee0. 890,000 943,000 970,000 1,000,000 
Number employed on housing work 566,200 621,100 582,000 600,000 
Number employed on maintenance, . 
tepair, conversion & adaptation 375,500 366,900 280,000 280,000 
Number employed on temporary 
MOMGES:. ase toc advsek eeeccel 39,200 31,400 2,000 None 
Number employed on permanent 
BONNE .00 pvatbvnerchenuteses 151,500 222,800 300,000 320,000 





The total labour force of the building industry, of which 
some 60 per cent is employed on housing, is intended to rise 
by only 57,000 over the year, whereas the labour force 
employed on permanent houses is intended to increase by 
100,000 by drawing from the labour used on other housing 
work. It is impossible to be optimistic about the chances of 
any total addition to the labour force, but the proposal to con- 
centrate men on finishing permanent houses is thoroughly 
sound. 

But even if the men are successfully diverted, output is still 
an uncertain element in the equation. The White Paper states 
that “The building industry have made it clear that they 


Ist 


aim at a rate of output not lower than the pre-war rate,”. 
Before the war it was calculated roughly that one man could 
build one house in one year. With a programme of 240,000 
houses and 300,000 men, the ratio is now one and a-quarter 
men to one house. In view of the increased size and better 
quality of the Bevan house compared to the average pre-war 
house such a change in ratio would in any case be inevitable, 
and does not allow for any deterioration in performance. In 
fact, with the fall in productivity of the building industry and 
the difficulties and delays due to failures in deliveries of mate- 
rials, it is probably an over-optimistic estimate, and the target 
may not be achieved for this reason. Until productivity can 
be increased by more efficient methods of construction and 
better incentives to the men—particularly by some sort of 
piece-rate or output bonus system—it is likely that the ratio 
will be nearer to one and a-half rather than one and a quarter 
men per house. 
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The White Paper is less decisive in its forecasts on the side 
of materials and components, and the account of the difficul- 
ties in their supply could with great advantage have been 
expanded. Shortages of materials, particularly timber, have 
been one of the most serious reasons for the delay in completing 
houses. Mr Bevan has always been curiously reticent about 
these difficulties, and the White Paper throws little further 
light on the position, which naturally leads the onlooker to 
suspect that bad programming and planning in the Ministries 
of Works and Supply have added seriously to the inevitable 
difficulties. At all events the Minister of Health is determined 
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to discount :shortages and the programme is, therefore, based 
on the assumption that materials, labour and transport will be 
forthcoming.. It.is specifically stated that every effort will be 
made to secure .supplies, but that. if imports of soft-woods fall 
below the austerity standards required, or the coal situation, 
reduces the output of, bricks, cement, tiles and glass, or other 
sources of supply fail, then the estimates will not be achieved. 


* 


When reduced to its essentials the achievement of the 1947 
housing programme, therefore, stands or falls on three things: 
first the success with which local authorities can be induced to 
concentrate on completing houses rather than on expanding their 
existing programmes; secondly on how far output per man can 
be increased; and thirdly on how far the existing shortages of 
materials can be removed by increased production and imports 
and by improving the distribution of stocks so as to avoid the 
constant loss of time on the site. The Ministry of Health’s 
affiliations with local authorities should make the first adjustment 
reasonably easy. But the White Paper contains no mention of 
the second objective and only pious hopes about the third. 
Unless Mr. Bevan can elaborate what he intends in these direc- 
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tions it is impossible to feel confident that his programme can 
be achieved. _ a aber: emertoaroa 

No mention is made in the statement about the objectives for 
1948, but it. is clear that if 1947 ends with a labour. force of 
300,000, and with 200,000 houses in process of erection, only 
some 300,000 permanent’ houses can be completed in i948. 
The very imperfect estimates which exist allow. for a total of 
750,000 houses to be provided to meet the post-war emergency. 
If the 1946 target is achieved, the end of 1948 might see 
600,000 permanent houses and 150,000 temporary houses ready 
for occupation. . If these figures can in fact be attained by the 
end of that year, it will be an achievement which will largely 
silence the critics who now say, and with much apparent justifi- 
cation, that private enterprise could have speeded up the rate 
of completions if it had not been held in check by the Ministez’s 
doctrinaire prejudices—and this will be the more true if Mr, 
Bevan is then willing, as he is reported to have recently prom- 
ised, to give private building its head. The Minister of Health 
may, in short, be one of the Government’s assets at the General 
Election. But this depends on the time-table being adhered 
to and any delays would extend the housing emergency well into 
the politically dangerous period of 1949 and 1950. 


Intellectuals and the West 


(By Our Special Correspondent) 


N the speeches of the present rulers of the Danube countries 
it is often emphasised that the new regimes are based on 
the “ workers, peasants and progressive intelligentsia.” The 
last is thus the third class recognised under the new system. 

‘ The words “ intellectual ” and “ intelligentsia ” have not quite 
the same meaning in Eastern Europe as in the West. They 
have a less academic flavour. They correspond in fact approxi- 
mately to- what in Britain is known as “the professional class.” 
In particular they include lawyers, doctors, school teachers and 
engineers. It is chard to draw a clear line between the intelli- 
gents'a and the commercial and bureaucratic classes, though in 
principle it is distinct from them. 

The intelligentsia has played an important part in Danubian 
history. It has provided many of the leaders of political parties, 
both right and left. It has provided both the official ideologists, 
employed to justify past regimes in their days of power, and 
the revolutionary critics who sapped their foundations. Modern 
political life began in the Danube couhtries with the diffusion, 
by the first intellectuals, of the ideas of 1789, which they picked 
up either in France or at second hand in Germany. Later, 
also through the intelligentsia, came the ideas of the Russian 
Narodniki, the Austrian Marxists, the Soviet Communists and 
the German Nazis. Apart from these foreign ideas there were 
the constant influences of the Roman Catholic and the 
Orthodox churches. Strong traces of all these influences can 
be found in the Danube countries to-day. 

After 1918 the most widespread political tendency among 
the’ Danubian intelligentsia was western democracy, of a 
Wilsonian type. This was reflected in’ the official politics of 
Jugoslavia and Rumania, and even the counter-revolutionary 
regimes of Hungary and Bulgaria paid lip-service. But peasant 
poverty and illiteracy, the corruption and° brutality of the 
bureaucracy, and the increasing divergence of interests between 
the bourgeois minority and the peasant majority created contra- 
dictions which could not be overcome, and democracy broke 
down, to be replaced by police dictaterships. The influence 
of Western ideas was futther’ weakened when the Western 
Powers showed themselves unable to prevent the revival of an 
aggressive Germany. 


During the 1930's, anti-Western feeling grew among the 
Danubian intellectuals. To the belief that Western democracy 
had proved a failure in both internal and international politics 
was added a resentment of Western economic domination. and 
cultural arrogance. Much Western capital was invested in these 
countries. That it had brought material advantages was for- 
gotten. There was talk of foreign exploitation, of the desire 
to keep the Danubian nations in a colonial status. The French 
and British were accused of wilfully insulting national pride, 
of supporting reactionary politicians and of using them as 
colonial governors, representing French and British interests 
against their own peoples. 


Anti-Western feeling led Danubian intellectuals into two 
mutually hostile camps, which looked respectively to Berlin 
and to Moscow. Though they hated each other, both used 
much the same slogans about the Western Powers. The German 
propagandists identified Western influence with the Jews, and 
exploited the economic jealousy of the Rumanian and Hun- 
garian commercial and professional classes towards the Jewish 
bourgeoisie in their midst. They also simultaneously appealed 
with revolutionary slogans to the oppressed classes and radical 
intelligentsia, and with counter-revolutionary slogans to men 
of property. The Communists had a simpler revolutionary 
propaganda, directed in the 1930’s principally against the 
Fascist Powers, but which also dismissed the Western countries 
as essentially reactionary. After Munich, the opportunists 
tended to rally to the German and local Fascist side, but the 
revolutionaries, hating Germany but disillusioned with the West, 
looked more than ever to Moscow. They were stronger in 
Jugoslavia and Bulgaria than in the two northern countries. 
The achievements of the Soviet land armies, and of the Jugo- 
slav Partisans accentuated this trend. 


At the end. of 1944 Communism, Russophilism and contempt 
for the West reached their high-water mark. Even then they 
did not win a majority of the Danubian intelligentsia, though 
they won many of its younger and more energetic members. 
For the last two years they have lost ground. This is due 
partly to the disappointing experience of personal contact with 
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Russians, partly to economic difficulties (most caused by the 
Germans, some by the Russians), partly to political events in 
the Danubian countries themselves. 
of the Danubian intelligentsia is unsure, and its political ideas 
are confused. 

In the Danube States, as in Russia a generation ago, there 
js an urgent need for technicians of all kinds, both to repair 
the destruction of war and to carry out the wider plans for 
the future. The new regimes at times seem to wish to attract 
specialists. They make frequent appeals to the “ progressive 
elements ” of the intelligentsia. Conditions of pay and employ- 
ment, which in present economic circumstances must be re- 
garded as extremely generous, are often offered even to men 
whose political past might have been expected to count heavily 


against them. At other times, the same regimes show the 


greatest distrust towards intellectuals, even towards men who 
are known for their left wing sympathies. This uncertainty 
in government policy, and the curious contradictions of many 
individual cases, create much bewilderment. 

The relative freedom which the universities enjoyed under 
the old regimes has been greatly reduced. There have been 
considerable purges of professors in Jugoslavia and Bulgaria. 
Some of those removed were obvious “ collaborators,” others 
could hardly be so described. In Belgrade, Sofia and Bucharest, 
the government now has a big influence in the appointment of 
professors and in the choice of the qualifications for future 
appointments of university lecturers and assistants. In Bulgaria 
those who wish to study at Sofia University must produce 
certificates from the local Fatherland Front committee of their 
home district to prove their political reliability. In Rumania 
a similar political testimonial is required. for admission to 
student hostels, though not for admission to the university. 
Much is being done to develop the study of Marxist theory in the 
Danubian universities. This is in principle a good thing, for 
‘study of this important subject was almost completely neglected 
under the old régimes. 

But sometimes the new governments seem to go too far. 
In Sofia University it has been decided to make “ scientific 
philosophy” a compulsory subject in the examinations of 
all faculties. In Belgrade the text-book for university students 
of English literature is to be a history of the subject (now 
being translated into Serbian by a Soviet professor who in 
his copious footnotes quotes only four authorities on English 
literature—Marx, Engels, Lenin and Stalin. Unfortunately 
the number of real Danubian experts on Marxism is small, 
and many of those who are now teaching it can do 
little more than repeat slogans learnt by heart like magical 
formule. These conditions make life difficult for professors 
appointed before the war, however conscientiously they try to 
adapt themselves to the new situation. They also find un- 
familiar the institution of a professors’ trade union, meetings of 
which are called from time to time to discuss such matters as 
British rule in India or the future of Trieste. Circumstances 
of course vary very much between different universities. In 
Jugoslavia the changes have been most radical, and Bulgaria is 
following close behind. In Rumania things are confused, and 
some people have kept their jobs who three years ago enthusi- 
astically praised the Germans. Budapest has much the freest 
intellectual atmosphere. Yet this has its dangers, as the free- 
dom is used by men of the past to propagate the old reactionary 
nationalism. 

A large part of the Danubian intelligentsia undoubtedly 
supports the new regimes. There are first the Communist 
intellectuals. These include some fine brains—the Hungarian 
Joseph Revai and the Bulgar Todor Pavlov, to take only two 
examples. Then there are those who are not Communists and 
who deplore many of the methods and actions of Communist 
Policy, and dislike the type of men whom the Communists use 
to carry them out, yet support the governments because they 


To-day the social status. 


183 


are convinced that their intentions are sincerely progressive and 
will one day be realised, and that the alternative is a counter- 
revolution and return to the rotten past. Thirdly, there are 
the opportunists, who once declaimed with no great conviction 
the catchwords of the Fascists, and are perfectly willing, with 
no more conviction, either to further their personal ambitions 
or simply to assure themselves a quiet life, to declaim the catch- 
words of the Communists. These are very numerous. They 
will serve the present régimes as long as they are strong, but 
if ever they fail, they will betray them without a moment’s 
hesitation, and will turn and rend their present masters with 
a coward’s savagery. 

The intellectual adversaries of the new regimes are also of 
several kinds. There are first the purged Fascists. Then there 
are the Conservatives who refused to collaborate with the 
Germans but cannot reconcile themselves with, or be trusted 
by, the Communists. Among them are some old and proved 
friends of Britain. They not only have no political power, 
but are being gradually excluded from economic life. From 
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day to day it is harder to earn their living, and their slender 
means are being whittled away. Thirdly, there are the men 
of the Left who all their lives hoped, worked and fought for 
social and political revolution, but cannot recognise in the 
reality of to-day their old ideals. They approve the govern- 
ment’s proclaimed policy, but cannot reconcile themselves to 
the lies, violence, pompous incompetence and organised law- 
lessness. They feel unable to join any of the official parties, or 
put their names to the collective statements, appeals, denuncia- 
tions or hymns of praise which are constantly issued by the 
authorities. And so they are treated by the rulers as traitors 
to the democratic cause, “ conscious or unconscious tools of 
international reaction.” 

In Soviet Russia between the wars the insecure position of 
the intelligentsia, alternately courted and persecuted, praised 
and mistrusted, increased the difficulties of reconstruction. The 
Danube countries face the same problem. When so much has 
to be done, it is tragic that thousands of qualified people should 
be doomed to unemployment and gradual physical and mental 
decay. Moreover, it is from the discontented intelligentsia that 
the leaders of any future Fascist, anti-Semitic, extreme Clerical 
or nationalist movement are most likely to spring. In so far as 
the Danubian regimes think in terms of maintaining themselves 
by the sheer physical force of Soviet support, they can, of 
course, ignore the human waste and the discontent. But if, 
as is surely the case with most of their leaders, they wish to 
win the approval of their peoples and to benefit their countries, 


they must face the task of bringing the intelligentsia into the 
national life. 
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NOTES 


No New Treaty with Egypt 


Nokrashy Pasha’s government, swept along by Egyptian public 
clamour for “ permanent unity” with the Sudan, has decided to 
break off all negotiations for a new treaty with Britain. Thus the 
fruits of many months’ work, including drafts agreed by both 
parties for an evacuation protocol and a treaty of mutual assistance, 
are to be thrown overboard, because Egypt will not sign them 
except as part of an agreement that recognises its “ permanent ” 
title to sovereignty over the Sudan, while Britain—very rightly 
—will not sign away the right of the Sudanese ultimately to decide 
their own: future. 

Nokrashy Pasha now intends, he says, to refer Egypt’s “ whole 
case to the United Nations.” To most Egyptians—indeed to far 
too many of the peoples of the Middle East—this resort has all 
the qualities of a rub at Aladdin’s lamp. It has but to be tried, 
and satisfaction will ensue. 

But what is Egypt going to say to Uno? However it couches 
iis case, facts unpalatable to itself are bound to emerge from any 
inquiry into Sudanese opinion. For the Egyptian case, on the 


Sudan, is that the Egyptians wish for permanent sovereignty over, 


a people whom they believe to desire this. Any suggestion that 
some Sudanese wish otherwise they pooh-pooh as engineered by 
British puppets. But is this correct? Conscientious members of 
Uno will presumably make some enquiries for themselves on the 
subject, and even the most cursory survey by an unbiased team of 
Swiss, Brazilians, Danes or others will reveal that the Egyptians are 
wrong. 

It is of course possible that Nokrashy will refer the whole 
matter to Uno on vaguer and wider grounds of “ unfair pressure ” 
due to the presence of foreign troops. But he has weakened this 
case by his recent agreement to a three-year evacuation protocol. 
Pending his decision upon what he is going to say, the British 
government returns de jure to the 1936 treaty, but would do well 
te continue a de facto evacuation on the basis of the unsigned pro- 
tocol. This is the only road to a treaty of mutual assistance when 
tempers have cooled—and when the Egyptians have been persuaded 
by the force of the facts to adopt a more moderate policy towards 
the Sudan. 


* * *« 


Sudanese Opinion 


Independent examination of Sudanese opinion will show the 
fact that the Sudanese of the “three towns ”—Khartoum, 
Omdurman and Khartoum North—are divided into two political 
parties, the Ashigga and the Umma, and that the first wants union 
with Egypt (though on a much more tenuous basis than Egyptians 
envisage), while the second does not. But it will also reveal that 
these townsmen are at most some 400,000 strong in a population 
ef between six and seven million northern Sudanese, and that a 
third group consisting of sheiks and nazirs and merchants from 
smaller townships is beginning to be articulate. These men do 
not want to be swept along by urban parties thet are apt, while they 
argue headily about one another’s demerits, to forget the import- 
ance of a quiet life for the ordinary fellow, and how vital is the link 
between internal calm and national prosperity. 

At a meeting, held this January, of the Sudan’s Northern 
Advisory Council, a group of thirteen sheiks from rural areas 
submitted a sensible middle-course memorandum. They 
pointed to the advantages of a return to the _ all-party 
attitude towards Egypt that was attained—for a brief moment 
and on paper—last spring. They said that they did not want 
egyptian sovereignty, though they saw the virtues of a link with 
Egypt. Meanwhile, they sought progress by an extension of local 
government. It is possible that these views will get a wide hearing 
because much that they express is common ground with the 
Umma and Ashigga parties, which do not differ very greatly 
about their country’s future management. The cleavage 
between them is due not so much to differences about the 
power that Egypt ought to wield as to Ashigga antipathy 
to the prospect of rule by the Umma’s grand old man, Sir 
Abdel Rahman el Mahdi Pasha, who is not an orthodox Moslem. 
If that anxiety could be allayed, the parties would probably both 
agree with the thirteen sheiks. Can the Egyptians, if and when 
all these facts are revealed by a Uno enquiry, continue to 
write off adverse Sudanese comment as the product of British 
machinations? 
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THE WEEK 


The Talks on Burma 


The Prime Minister’s statement on the results of the cop. 
versations with the Burmese delegation recorded a large measu-e 
of agreement, but U Saw and Thakin Ba Sein, representing the 
extreme Burmese nationalists, refused their assent to the join 
declaration which resulted. At the other end of the scale M; 
Churchill also expressed his disapproval, claiming that it was 
agreement to “pay and go.” Mr Attlee denied that the agrev- 
ment required the British to “go” from Burma, as it was open 
to the Constituent Assembly (to be elected in April) either to 
leave the British Commonwealth or to remain within it, and jt 
was hoped that they would decide on the latter course. 

The difference between sovereign independence and real 
Dom‘nicn Status, such as is enjoyed by Canada or Australia, is 
so slight that it is strange that so much importance is attached to it, 
The value of Dominion status is that it provides a symbol of 
the special attachment to the “ mother country” of new countries 
founded by emigrants from the British Isles; it is not really 
appropriate to an Asiatic country which was brought into the 
British Empire by an act of conquest. Dominion status in such 
a case may be a useful device for enabling Conservatives to be- 
lieve that the Emp:ére still stands where it stood, but for the 
same reason Asiatic nationalists think it a cover for prolonging 
British rule. The magic word to-day in all countries such a: 
Burma is “independence” ; the Burmese will feel humiliated jf 
they seem to have less sovereignty than India or Siam. But, if 
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independence is conceded, there is plenty of room for arrange- 
ments on economic matters, and if friendly relations can be ma.n- 
tained, there is no reason for severing the special connections 
established by colonial rule. It is only when the break cons 
with hatred and bloodshed that a country attaining independence 
goes out of its way to discriminate against its former rulers, and 
the hopeful fearure of the position in Burma, is that there has 
been so far no armed conflict such as has occurred in Indo- 
China and Indonesia. 

The least satisfactory part of the agreement now made is that 
celating to the non-Burmese border tribes. The new Constitution 
is to be made by “ Ministerial Burma,” that is, the Burmese and 
Karens only, and this seems to prejudice the future of the hil! 
tribes, who are often very hostile to the Burmese. But even 2 
this difficult problem a statesmanlike. compromise has been 
reached ; a joint Beitish-Burmese Commission of Enquiry with 2 
neutral chairman from outside Burma (an American seems to 5: 
indicated) is to be set up and should at least ensure that the 
spokesmen of the tribes get a fair hearing. 
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Agreement Over Agriculture ~~ 
Mr Williams, moving the second reading of the Agriculture 


Bill, displayed a sangu:ne confidence that here was a measure 


which no one in their senses would quarrel about. He argued that 
all sections of the agricultural industry and the Opposition as well 
were committed to its principles and, as if to point even more 
strongly the contrast between his fellow Ministers and himself, 
he addressed his speech to removing any remaining qualms which 
either the industry or the Tories might have about the Bill’s real 
intentions. He pointed out that not only were farm prices guaran- 
teed, but that Britain’s foreign exchange position made it certain 
that there would be a large assured market for home produce; he 
sessed that only in exceptional circumstances and after every 
other method had failed would a farmer be dispossessed for in- 
efficiency ; he emphasised that supervision of farming efficiency 
would be on a modest scale, and carried out by members of the 
farming community themselves with full right of appeal to inde- 
pendent tribunals against any unwelcome decision ; and he indi- 
cated that the state would only go in for farming itself, through 


the medium of the Land Commission, in cases where no one else 


was in a position to farm efficiently. 

The caution and orthcdoxy cf Mr Williams’s policy, which is 
rather reminiscent of the Conservatives’ treatment of industry in 
pre-war days, offers an ironic contrast with the general tenor of 
Labour politics. Instead of riding roughshod over the interests 
affected, as the plans for transport and electricity have done, the 
Minister ot Agriculture goes to the opposite extreme in consulting 
and conciliating the farmers and, to a lesser degree, the landowners 
and the workers. Instead of pursuing the normal doctrinaire 
course of state ownership and control, the Minister has founded 
his policy on the landlord-tenant relationship and operates his 
cuntrols through agents inside the industry. 

With so much concession to their way of thinking, the Opposition 
had a hard task to pick a quarrel. But they responded gallantly, 
and Captain Crookshank and Mr Anthony Hurd made an attempt 
to cutbid Mr Wilkiams for the farmer’s favour by insisting that 
definite quantitative targets for different commodities should be 
established and guaranteed. Routine protests were also entered 
against Government control and interference. But the Conserva- 
tives had: ng real alternative policy, beyond that of giving agri- 
culture a still higher degree of protection whilst reducing the 
safeguards for raising its efficiency. Mr Williams has got his wish 
and the Bill is a more or less agreed measure, although it is per- 
haps surprising that some of his backbench supporters have toler- 
ated such pussyfoot tactics. 


* * x 


The Need for Incentives 


The Agriculture Bill is good enough as a piece of machinery 
to deserve a general measure of agreement, and some sections, 
such as the new policy for smallholdings, are excellent. But, so 
far as the guaranteed prices and markets are concerned, it is no 
more than an enabling measure, leaving actual policy to be settled 
by the Minister ; while, where efficiency is concerned, all the 
Bill’s eloquent, detail and its many minor reforms of value will have 
in sum a very modest effect. The Minister’s own speech indicates 
as much. The Government’s courteous treatment of agriculture 
has much to commend it when compared with its brusque and 
boorish manner to other industries. But the Government’s policy 
is in danger of falling between two stools over agriculture in much 
the same way as did Conservative industrial policy before the war. 

The Government promises to shelter agriculture from world 
competition. It will make entry into the industry rather more 
difficult, through the greater security afforded to tenants, whilst 
its fiscal policy is hardly calculated to encourage landlords +9 
invest the new capital which the industry needs. Thus the tradi- 
tional incentives to greater efficiency provided by private enter- 
prise are all removed or reduced. But what fills their place? 
Official supervision and official price policy, both of which are 
drawn up in consultation with the industry, will no doubt drive 
out a few inefficient or marginal farmers. But the farmer who 
merely farms indifferently and shows no panicular adaptability or 
foresight may flourish as never before. Not downright ineffi- 
ciency, but mediocrity and inflexibility are the dangers, and they 
are serious Ones at a time when an adaptable and progressive agri- 
culture is badly wanted. 

What British agriculture most needs is the investment of new 
capital and the adoption of new techniques. It is almost impos- 
sible to effect positive improvement of this sort by means. of 
official supervision, and other steps are needed. In general, it is 
far better to spend public money on raising efficiency than on 
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subsidising prices. The Government, having decided to keep th: 
landlord in existence, should have the. sense to tax agricultural 
land with moderation and to provide new subsidies for farm im- 
provements ; while in the other dixvection it should surely have 
enough faith in its own theories to present the Land Commission 
with enough compact blocks of land to be able to demonstrate 
good farming. Mr Williams’s belittling of the Commission’s work 
was most disappointing. 

Mr Williams’s ceal work lies before him. Considerable states- 
manship is called for in devising a price structure which will raise 
efficiency and guide production without depressing it. If he would 
be a little less anxious for unanimity and rather more willing to 
employ positive incentives, of both a capitalist and a socialist 
character, his goal of a prosperous and efficient agriculture would 
be easier of attainment. It is still a long way off. 


* * * 


A New Food Plan 


The commission appointed by the Food and Agriculture 
Organisation to examine Sir John Orr’s draft plan for a world food 
board has now reported. The ambitious Orr plan has been 
scrapped, partly on account of the difficulty of obtaining the neces- 
sary amount of international capital to finance the board’s extensive 
operations (Britain, for one, would not contribute to a project 
which must primarily benefit producing nations) and partly, it 
may be suspected, because of American opposition to a thorough- 
going system of international regulation. In its place the com- 
m'ssicn has produced a more modest and workable scheme. 

It is suggested that international price agreements for primary 
products should be reached, but that they should be implemented 
by internal policy of the nations concerned. An upper and a lower 
price limit would be internationally fixed, and exporting nations 
would set up buffer stocks which they would add to when world 
prices fell too low and dispose of when they rose too high. Such 
an arrangement should serve to iron out price fluctuations, but it 
would not avoid the difficulty that, unless prices were fixed at a 
lower point than would be politically feasible, buffer stocks would 
tend steadily to accumulate. To meet the danger of chronic over- 
production the commission has two valuable suggestions. One is 
the creation of a famine reserve of basic foods held nationally for 
use internationally, a precaution whose desirability has been 
strikingly demonstrated during the last few years. The more far- 
reaching suggestion is that on the initiative of an exporting nation 
surplus food should be exported at reduced prices to needy nations. 
How shortly the world may return to conditions of Sover-produc- 
tion” is indicated by the report that the United States already 
has plans to ship its anticipated future wheat surplus to needy 
nations. This humanitarian project is welcome, although it needs 
careful watching to see that it does not inflate the prices paid by 
the one important “ non-needy ” food importer, Great Britain. 

The commission suggests the creation of a permanent World 
Food Council but its work seems intended to be mainly advisory. 
In view of the American attitude, it is only realistic of the com- 
mission to envisage that most commodity schemes should be pre- 
pared under the auspices of the International Trade Organisation. 
The commission’s scheme is well worth careful study as an essay 
in the possibilities of stabilising world food prices without im- 
posing restrictions on production. 


* * * 


Back to Palestine 


The Conference on Palestine has reassembled. The Pales- 
tinian Arabs have said their expected say that at no price can they 
accept partition. The British Government has now to frame a 
constructive reply ; its intention to do so was intimated by Mr 
Bevin in his opening speech to the delegates. The reply, once 
formulated, will presumably be presented to the Arabs round 
the Conference table and to the Jewish Agency representatives 
outside the door. Whatever it says, it will not be agreeable to 
both. But the time-worn procedure whereby their refusal to 
accept a British solution is followed by stolid British relapse into 
continuance of the status quo will not be repeated. Sir Alan 
Cunningham’s recent visit convinced such members of the Cabinet 
as still needed convincing that enough has been asked of British 
servants in Palestine, and that a final settlement must now be 
formulated and quickly carried out. As if to point to what might 
happen if matters were allowed to jog on, a British judge has this 
week been kidnapped from his bench as a hostage for the life of 
a condemned terrorist. Happily, moderate counsels prevailed all 
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round and a stay of the condemned ‘man’s execution resulted in 
surrender of the hostage. But the incident leaves the impression 
that the influence of the Jewish National Council (which is now 
resolved to commend moderation though not to assist the govern- 
ment in stamping out terrorism) is slender and will collapse at 
the first puff of a wind adverse to Zionism. 

A solution without bloodshed looks to be almost impossible, but 
partition offers the prospect of less resistance than does any other 
imaginable plan. Many Jews are ceady to accept it. A number of 
Arabs will, while protesting, acquiesce in it, though none will like 
it, because all fear the proximity of a thrusting, bustling, wealthy 
Jewish state, but some—even inside Palestine—will give in be- 
cause they see in acceptance of the situation the only road to a 
guiet life. Others—outside Palestine—will do so because they 
have little time for their Palestinian neighbour owing to pre- 
occupation with their own domestic concerns. 


* 


. If the British Government is to enforce a partition on two com- 
munities, sections of which are unwilling to accept it, must it do 
so singlehanded? No one will want to help, except with advice. 
The best method of securing the sanction of world opinion for its 
decision would be to announce to the United Nations Assembly 
the project that it intends to execute, unless that body can 
conceive a better, and also supply the forces necessary to 
carry it out. But the Assembly does not meet until September. 
And the British official view is that, unless some third party carries 
the British plan, as a “ situation,” to the Security Council, the 
Assembly is the only body that could suitably receive and handle 
such a statement. If this is so, the time lag of seven months from 
now until it meets is, to say the least, highly inconvenient. 


Liberating Austria 


With Germany prosteate the “independence” of Austria 
means very little. It is not, therefore, surprising that the Deputies 
of the four Foreign Ministers have quickly agreed on its acknow- 
ledgement in Clause I of the treaty they are drafting at Lancaster 
House. They have found it less easy to agree on what guar- 
antees of that independence shculd be secured. The Americans 
wanted a prohibition of any political or economic “ tie-ups,” the 
French a rigid ban on an Anschluss with Germany.. The British 
very sensibly argued for a temporary guarantee of Austrian in- 
dependence until Austrian recovery should be well under way, and 
for prohibition of the Anschluss in the German treaty. 

Obviously this country of seven millions with nearly half its 
population in an oversized capital will never make ends meet 
unless it is closely tied with some group of states that can take 
Austrian products and help to feed and fuel Vienna. The neigh- 
bours have so far been unhelpful, possibly on hints from 
Moscow. Nothing has taken the place of Unrra save the British 
loan of £8,500,000 for the purchase of food and raw materials. 
Two million pounds’ worth of coal from the Ruhr has still to 
be paid for. There are hopes of American aid, and some older 
hands are recalling that Seipel once proposed a customs and 
currency union with Italy. Soviet intentions for Austria’s 
economic future will remain uncertain until it is known how 
many so-called “ German assets” in the shape of factories, plants 
and companies are to stay outside Austeian control. To decide 
this last point may well take the Deputies many days out of the 
three weeks left before they report to their Ministers. 

It is still anybody’s guess whether Jugoslavia’s claim to 950 
square miles of “Slovene” Carinthia will receive Mr Gusev’s 
support or not. It will certainly receive no «ne else’s—not even 
that of the Austrian Communists. Dr Vilfan very much under- 


estimated a large part of his audience last week when he argued’ 


that Jugoslavia could be better trusted than Austria with this 
“most suitable territory within the eastern Alps for the con- 
centration of large military formations to move in a southern or 
south-eastern direction.” And if the wishes of the population 
are to be considered at all it is worth recalling that nine-tenths 
of the votes in Carinthia during the 1945 election were for parties 
favouring the integrity of the province. 

As for the future, only optimists will assume that the underfed, 
over-controlled’ and apathetic Austrian people will quickly put 
teal drive behind their reconstruction. The present Government 
will gain prestige if it can sign a reasonable treaty, but its need 
of funds and advice will be a standing invitation to interference 
from outside. At the moment it faces the virtual certainty of an 
adverse trade balance this year of over £40,000,000. 
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Plots and Purges in Hungary 


The political consequences of the recently discovered con- 
spitacy against the Hungarian Government are not yet clear. It 
has been officially announced that its leader, General Veress, has 
been captured and is being interrogated. About a hundred: other 
arrests have also been made, including the “ Committee of Seven ” 
that directed the plot. It seems that the organisers came from the 
class of senior civil servants, former landowners and army Officers 
which ruled Hungary in Admiral Horthy’s day. Such people are 
still numerous and influential enough to constitute a real danger. 
Fanatically nationalist and conservative, they can never be recon- 
ciled to the present regime. 

If the version given by the Communist Vice-Premier Rakosi 
is correct, the conspiretors were certainly very foolish. They 
are alleged to have intended to restore to their former owners the 
estates distributed among the peasants by the land reform—an 
aim in which no dispossessed landed class has yet succeeded. 
They are also said to have planned their action for the moment 
when the signature of the peace treaty should cause Soviet troops 
to evacuate Hungary—apparently regardless of the fact that they 
are still to remain in Austria and Germany. Though mistakes of 
this kind seem hardly credible, it must be admitted that in the 
past the former Hungarian ruling class has often shown its lack 
of realism and inability to learn from history. 

Among those implicated are several members of Parliament from 
the Small Farmers’ Party. This party, which represents the 
peasantry and urban middle class, and won 60 per cent of the 
votes in the 1945 election, was forced a year ago, by pressure from 
the Left, to expel some of its more conservative members. They 
formed a new “Freedom Party” which is in formal opposition 
to the Government coalition, to which the Small Farmers still 
belong. It may now be expected that the Small Farmers’ leaders 
will be asked by the Left to carry out a further purge. At the 
same time the parties of the Left are drawing closer. The Social 
Democrats have. been conferring with the small National Peasant 
Party. Elections of workers’ delegates to “factory committees” 
have been postponed, by agreement between Communists and 
Socialists, in order to avoid friction within the working class. 

' Ever since its creation the Hungarian government coalition has 

been weak. The ideological and personal friction has Caused many 
prophecies of its collapse and replacement by a Communist dic- 
tatorship—and an abortive Right Wing plot will certainly be a 
godsend to the Communists. Yet, though the coalition satisfies 
nobody, it is regarded by all as preferable to any practical alterna- 
tive. Neither Left nor Centre have felt strong enough to rule 
alone, and this is probably still the case. The coalition has 
already survived several crises, and there is no special reason to 
believe that the present one will destroy it. 


* * * 


Road Hauliers’ Victory 


The committee of inquiry into the road haulage dispute pro- 
duced its report with admirable speed, and decided after meeting 
for three days to reverse a decision which the Road Haulage 
Central Wages Board had taken several months to reach. The men 
were jubilant, and with every reason, since the committee gave 
them nearly everything they wanted. The 44-hour working week 
is to be Operated from March rst, and the cumulative week is to 
be adjusted, with provision for overtime payment. The only point 
on which the committee upheld the original decision of the Wages 
Board was its refusal to extend the length of the holiday period 
beyond nine days, excluding public holidays, instead of the 
twelve days asked for by the union. 

The evidence of both sides is set out in the report. For the 
men, it was Claimed that increasing numbers of workers were 
benefiting by shorter hours and that the reduction in hours and 
the readjustment of the working week, which would bring road 
haulage into line with the practice on the railways, could be 
achieved without any loss of operating efficiency if the employers 
utilised their fleets and manpower more economically. The 
employers’ case was that they had already made as many con- 
cessions in the matter of the cumulative week as they could with- 
out interfering with flexibility, and that, whatever might be the ex- 
perience of manufacturing industry, the road haulage industry 
could not be operated efficiently on the basis of a 44-hour week. 
They pointed out that the men’s claim was in effect a claim for 
increased overtime, which would add at least 10 per cent to the 
wages bill, at a time when the high costs of distribution were 
already the subject of criticism. 

There will be general relief that the strike, which at one stage 
threatened to paralyse the national transport system, was not 
carried further, and there is obviously no reason why road haulage 
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workers should not be given as favourable hours and. conditions 
as workers in other industries and services. At the same time it 
is impossible not to have misgivings about the methcd by which 
the crisis was overcome... The men’s, victory, for it-must be re- 
garded.as such, will undoubtedly be considered by other workers 
as an invitation to resort to strike action. The events of the 
past fortnight have brought the established wage negotiating 
machinery into some discredit, and it is hard to say whether more 
blame attaches to the employers for making full use of the oppor- 
tunities for obstruction which the machinery offered or to the 
unions and the Minister of Labour for failing to insist on a re- 
ywsion of the machinery at an earlier date. It is a matter of 
utgency, if industrial peace is to be maintained by negotiation and 
not by threats, that there should be a speedy investigation both 
by the Government and by the two sides in industry itself into 
the mechanism for dealing with wage claims and settling 


grievances. 
* * & 


Safety in the Air 


The first public enquiry into an air crash since the RIor 
disaster had barely started when there was another at Croydon, and 
the next day the eldest son of the Swedish Crown Prince was killed 
in a crash at Copenhagen. Dakotas were involved in all three 
cases, and some unjustified criticism has resulted. Dakotas crash 
more often than other types because they are more numerous— 
they represent over half the world’s total of commercial aircraft. 
Criticism of the fact that British and some other European air- 
lines permit this type to fly with an all-up weight more than a 
ton above that specified by the makers appears more to the. point. 
Yet the layman would be rash to jump te conclusions on this matter 
in the face of expert advice—particularly since the same experts 
did not hesitate to ground the new Vikings when the unsatisfactory 
performance of their de-ic:ng equipment increased the risk of their 
operation. 

Nevertheless, certain broad matters of organisation call for com- 
ixent. Briefing on communications procedure appears on the evi- 
dence of the inquiry to have ‘been inadequate, and the selection 
of the pilots, neither of whom had flown on the route before, some- 
what irresponsible. A French witness maintained that British 
aircrews make inadequate use of local radio frequencies, relying 
instead on long-range contro] from this country. Be that as it may, 
there is undoubtedly a case, which was beginning to be appre- 
ciated even before the recent crashes produced a spate of anxious 
criticism, for a thorough overhaul of liaison between airfields and 
a transfer of the responsibility for critical decisions on landing, 
changing destination, and so forth from pilots to controllers, whose 
present function is merely to advise. For it is precisely under 
conditions when such a decision is critical that the pilot is already 
working under too much strain to be fairly saddled with the 
responsibility. 

The extended use and standardisation of navigational aids will 
help to reduce the danger from the human factor. But countries 
at present without equipment are somewhat reluctant to invest 
in a particular system when the Provisional International Civil 
Aviation Organisation may soon recommend the adoption of 
another. For this reason the recent establishment under the 
Ministry of Civil Aviation of the non-profit-making International 
Airadio, Ltd., is a welcome measure, without prejudice to the types 


of equipment finally installed. 
* 


Navigational aids, however, are only one aspect. Engine failure 
at take-off is another, and de-icing a third. The intricacy and 
vulnerability of modern aircraft make the closest supervision and 
most careful organisation essential. In order that British air 
operations may benefit from the most broadly based collaboration 
on all matters dealing with civil aviation, a National Civil Aviation 
Consultative Council was inaugurated last Monday by Lord 
Nathan. Its members are representative of air operators, clubs, air 
personnel, aircraft constructors and users of air transport, insurance 
companies and the general public. Other members may be co- 
opted. Its work should contribute materially to greater safety in 
the air—the keynote of the chairman’s opening speech. 


* * * 


British and American Car Prices 


The Economist of last week (page 147) took notice of a remark- 
able feat of economic leadership by Mr. Henry Ford. By lower- 
ing the prices of all models in the Ford range he made the first 
practical response to President Truman’s appeal for the mainten- 
ance of purchasing power, went far to dish the United Automobile 
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Workers’: wage offensive, and administered a salutary. shock, 
worthy of M. Blum, to: the passive acceptance of inflation. It 
would be pleasant to see any corresponding lead given by an: 
important British industrialist, whether inspired by pure public 
spirit, enlightened self interest, or a desire to steal the Labour 
movement’s clothes while it is bathing. But:no such picture 
presents itself on this side of the Atlantic ; on the contrary, the 
Austin Motor Company, whose chairman only last week 
announced that “ we must break prices,” has raised them smartly. 
The contrast between the value received for a similar expenditure 
on British and American cars was striking enough even before 
the war. With the resumption of private car manufacture it has 
become not merely striking but shocking ; even, that is, after 
allowing for the effects of the purchase tax. 

British manufacturers have two time-honoured excuses to offer: 
the well-known importance of overhead costs in the industry, 
favouring the American manufacturer with his huge home market ; 
and the cylinder capacity (late horsepower) tax, which, together 
with the petrol tax, penalises the big car. Both arguments are 
thin, and the second is the thinner. The way to reduce over- 
heads is to reduce the number of models, which the industry has 
steadily refused to do; and it was the manufacturers themselves 
who demanded the retention of the cylinder capacity tax, instead 
of an ad valorem tax which would, with an equal yield, have en- 
couraged the production of the cheap, roomy, willing cars which 
both the world in general and the long suffering British motorist 
want. Nor was any reason, apart from the manufacturers’ prefer- 
ence, ever given why—even assuming the Chancellor to be in- 
dissolubly wedded to the principle of the cubic capacity tax— 
that tax should not have risen by wide steps so as to force con- 
centration on two or three engine sizes. The conjunction of the 
Ford and Austin price changes is an unpleasant omen for the 
British export trade. Perhaps before the next Budget Day Sir 


Stafford Cripps might have a few words on the subject with Mr 
Dalton. 


* * * 


Alexandra Palace 


The present state of television came in for a great deal of 
criticism in the adjournment debate in the House of Commons 
last week. Attention was called to the lamentable lack of accom- 
modation at Alexandra Palace, the relatively low pay of the tech- 
nicians, cameramen, engineers and script writers, the poor quality 
of the programmes, the limited range of people who can “ look 
in,” and the general lack of interest in the development of tele- 
vision, which, as one Member put it, is regarded as “the poor 
relation of the Third Programme.” Many of these criticisms 
would appear to be justified, but to none of them did Mr Burke, 
the Assistant Postmaster-General, give an adequate reply. While 
admitting that the Alexandra Palace was by no means satisfactory, 
he denied that either the Government or the BBC had been 
niggardly in their treatment of television—the sum of £2 million 
is to be spent on its development—and claimed that the British 
service was ahead of the American in its quality. 

It is no doubt true that technical difficulties have prevented any 
nation-wide development of television. It has been difficult to 
procure suitable buildings and sites, and material shortages, such 
as the shortage of steel and glass, have been operative. But the 
fact is that at the moment there are not more than 15,000 sets in 
households, and that reception is normally limited to a radius of 
45 miles from the Alexandra Palace. It is hoped to set up a 
transmission station in Birmingham within two years, which will 
perhaps provide colour broadcasts, but a site has not yet been 
found ; eventually the aim is to develop a network of stations to 
serve the main centres of population. 

Mr Burke spoke of the Government’s desire to “ regard tele- 
vision as. part of an integrated broadcasting service.” The objec- 
tive is very commendable ; but at the moment television is apt 
to be regarded as a freak offshoot of sound broadcasting, and 
there is little evidence to support Mr Burke’s claim that the British 
are ahead of the Americans. 


* * * 


Tories Off the Air 


The Conservative Central Office has issued a statement claim- 
ing that in December, out of 32 political talks by 22 different 
speakers on the BBC home services (Brains Trusts excluded), no 
single address was given by a Conservative. Fifteen Socialists, six 
Liberals, one Independent MP, and ten speakers whose political 
affiliations are unknown shared the field, though some of the last 
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group would probably in fact be Conservative. The BBC’s reply 
is that, whatever may have happened in this particular month, 
the figures for a series of months show that opportunities for MPs 
to get on the air are, if anything, overbalanced on the Opposition 
side ; while, where speakers outside Parliament are concerned, the 
Corporation does not and should not inquire into their political 
opinions. If the BBC has, in fact, anything of a left-centre bias— 
and, if so, it is not easy for a casual listener to detect it—the 
accent is far more heavily on the centre than on the left. 

The point, however, is not so much the merits or demerits of 
the Conservative case on this particular issue as the fact that the 
issue needs to be raised at all. Under a reasonably competitive 
system of broadcasting, as The Economist has frequently pointed 
out, a party which failed to secure enough time on the air would 
have no one to blame but itself. It is perhaps poetic justice that 
Tories should now be hoist on the petard of a monopoly which 
one Conservative government established and later Conservative 
or National administrations maintained ; and it may be hoped 
that this painful experience (or alleged experience) will finally 
convert Conservatives to a belief in free broadcasting enterprise. 
With the technical barriers to competition crumbling, and the 
experience of Holland, the Dominions, or the United States to 
serve as a guide to administration, the days of the BBC’s mono- 
poly should be numbered ; and self-interest alone, as the shades 
of the Socialist prison-house begin to close, should inspire Con- 
servatives to give the lead-in this matter which their own professed 
principles demand. 

In this connection a most interesting technical development 
is now in the offing. The BBC have invited tenders tor the erec- 
tion of two experimental transmitters using the Frequency 
Modulation (or FM) system. FM, which has been developed 
quite a long way in America, gives very clear reproduction 
free of interference. It uses short wave-lengths, and thus dodges 
the difficulty of scarcity of medium wave-lengths which besets 
the more orthodox system of broadcasting. It would be possible 
to have a great number of FM stations in Great Britain, 
though each of them would cover only a small area. It is an 
exaggeration, to the point of untruth, to say, as One newspaper 
has done, that the advent of FM will make it necessary for every 
listener to scrap his present set. Development will not be as 
rapid as that. But FM does open up the technical possibility 
of having a network of broadcasting stations in this country and 
thus removes the chief technical reason for the present monopoly. 


* * * 


Party Spoils in Japan 


It is often embarassing when people do in excess what they 
are asked to do. The recent purge decrees of the Japanese 
Government have shown an excess of virtue in that they have gone 
far beyond the directives originally issued by Supreme Allied 
Headquarters for the eviction of militarist and chauvinist elements 
from Japanese public life. This zeal is somewhat surprising, foc 
it was widely assumed that the parties of the Right, politically 
preponderant in post-war Japan, would try to protect persons who, 
even if compromised by their records in relation to Japan’s war- 
making policies, were fundamentally of “their own sort,” and 
Left-wing circles, both in Japan and in the United States, loudly 
claimed that there could never be any thorough-going purge in 
Japan unless the Left came to power. But on paper, at least, the 
scope of the Yoshida Government’s new purge orders is so far- 
reaching that it has caused some bewilderment to foreign observers 
and The Times Tokyo correspondent has reported a belief in 
“ informed quarters ” that the development is due to “ the pressure 
of the extreme Left.” 

But there is a certain relation between cause and effect even in 
Japanese politics, and there is no reason for a Right Government 
to yield to the pressure of the extreme Left when it has a safe 
majority in the Diet and security from the Allied Supreme Com- 
mander against violent insurrection. Nor is there any evidence 
that the Japanese people is so overwhelmed by repentance for pas: 
policies that the Government is driven to far-teaching proscrip- 
tion by an insistent public demand. There has been so little com- 
pulsion from either Allied or Japanese quarters for the policy which 
the Government has been pursuing that there can be no doubt 
but that the latter is grinding an axe of its own in the matter. 
‘The reason is not far to seek, if the effects of the change of regime 
in Japan are taken into account. 

Before the war the political parties had very little patronage to 
bestow; civil servants were selected by examination and had a 
high degree of security of tenure, while business appointments 
wwere at the disposal of private firms; in any case the parties could 
iobtain only a Limited share of political power owing to the strength 
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of extra-parliamen‘ary factors under the old system. Now the 
parties have full power in proportion to their electoral success; at 
the same time there is an intense competition for jobs in Japan 
among the educated classes, for the country is deeply impoverished, 
the military and naval careers are closed, there are few good 
openings in trade. or industry, and many thousands of Japanese 
who made a living overseas have been forced back into their home- 
land. The parties are seeking to build up their strength by 
rewarding their followers with jobs and attracting supporters by 
the:r power to offer jobs. The purge principle has given the 
Government parties a golden opportunity for expelling thousands 
of persons from posts not only in the public administration, bu: 
also in private business, and replacing them with good party sup- 
porters. It is not the Left, but the Right, parties which stand 
to benefit most from this spoils system, for they are already in 
power and can make the new appointments; even if the Yoshida 
‘Cabinet collapses and the Social Democrats enter .a coalition 
Government, the Right parties can still use their majority in the 
Diet to get the larger share of the patronage. 


x * * 


Jugoslav Refugees 


The murder of a Jugoslav consul by Chetniks in a camp near 
Naples last week will provide more material for anti-British propa- 
gandists in Belgrade. The crime occurred during a visit which 
the consul made on his own responsibility, against the advice of 
the British authorities. Perhaps the unfortunate man believed his 
own government’s propaganda, which asserts that the majority of 
exiles, “the best sons and daughters of the people,” long to return 
home, but are being forcibly prevented by a reactionary cl.que 
supported by British imperialists. Whatever the detailed facts, this 
lamentable incident illustrates a situation which has long been 
intolerable, and must be remedied. 

British policy with regard to Jugoslav (and, indeed, other Eastern 
European) exiles, has been muddled and weak from the beginning. 
The Jugoslavs, amounting to hundreds of thousands, now scat- 
tered across Germany, Austria and Italy, fall into four distinct 
categories. First are the ex-prisoners of war, mainly though not 
exclusively Serbs, who were captured by the Germans in April, 
1941. These men are honourable Allied soldiers, and those among 
them who for political or personal reasons do not wish to return to 
Jugoslavia under Marshal Tito are morally entitled to expect sym- 
pathy and <elp from the United Nations in general and Britain 
in particular. The second category are those Chetniks who fought 
against the Germans and did not willingly collaborate with the 
enemy against their fellow countrymen. To these men, too, 
Britain has moral obligations. The third group are these who were 
conscribed into various quisling formations. The most numerous 
of these are the “ regular ” Croatian Army (Domobran), which was 
not a political force, but was based on compulsory service. Others 
were mobilised into various “ regular ” Serbian or Slovene quisling 
forces or into collaborationist Chetnik units. All these men have 
fought against their fellow-countrymen in the service of the invader, 
yet many plead compulsion of one kind or another. Their case is 
arguable. Finally there are the members of political armies—the 
Croatian Fascist Ustashe, Liotic’s Serbian Fascists, and the 
leaders of the collaborationist Chetniks. These men are simple 
traitors and deserve no pity. The Jugoslav Government’s claim 
for their surrender is fully justified. 

The fault of British policy has been that for two years it has 
made no serious attempt to separate these categories from each 
other. It is difficult for British officers or military government 
officials to do this without directives ; yet though the information 
required for the directives has been available in London and else- 
where, no orders have been given. The result has been that all 
Jugoslav exiles have been equally treated, and the genuine refugees 
have been compromised by association with traitors. Jugoslav 
Government propaganda has been able to denounce all British 
welfare work for refugees as “ pro-Fascist activity.” And indeed, 
though this accusation is in most cases false, it is not always 
entirely so. Men like General Damjanovic (a Serb who led troops 
under Wehrmacht command), the priest Djujic (who fought side 
by side with Germans, italians and Croatian Fascists against Tito’s 
men), and Jevdjevic (who kept in contact with German and Italian 
political and security chiefs), until at least recently, enjoyed free- 
dom of movement, and have had opportunity to spread their 
Fascist ideas (the word is here used in its exact meaning) among 
the depressed and bewildered refugees. 

The most fantastic case of all is Pavelic, the murderous Croatian 
Fascist leader, organiser of King Alexander’s assassination and of 
the massacres of Serbs and Jews, who has “ disappeared.” The 
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Jugoslav Government believes that the British and Americans are 
protecting him. This is doubtless untrue, but“if formal and urgent 
orders were given from the highest quarter to all Allied security 
services, it would surely be possible to find him. aah 

This question is of importance, for it has played a big part in 
poisoning Anglo-Jugoslav snd Anglo-Soviet relations in the last 
two years. It can be put right without any sacrifice of British 
interests, and until it 1s put right it will be impossible to make 
progress with the great humanitarian task of caring for genuine 
refugees. 


x x x 


The BMA and Mr Bevan 


The British Medical Association has relented—a little. 
Last December, when the preliminary results of the plebiscite 
of doctors were made known, the Council announced that it 
would submit to a special representative meeting a recommenda- 
tion that there should be no negotiations between the profession 
and the Minister of Health on the regulations *o be made under 
the National Health Service Act. Since then, two things have 
happened. The final results of the plebiscite revealed that the 
majority against negotiations (54 per cent compared with 46 per 
cent) was not large enough to justify the Council’s decis:on. 
Secondly, the correspondence between the presidents of the three 
Royal Colleges and Mr Bevan, commented on in The Economist 
of January 18th (page 98), revealed a conciliatory attitude on the 
part of the Minister which the Council could hardly ignore. 

When the special representative meeting was held this week, 
therefore, it had before it a resolution of the Council that negotia- 
tions should be entered into provided that they were comprehen- 
sive in their scope and that the possibility that they might lead 
to further legislation was not excluded. The resoluion was 
carried by 252 votes to 17. This does not mean, however, that 
the forthcoming negotiations will be. easy going. The BMA 
leaders apparently still hope for an amending Act which will con- 
cede their main demands: the abolition of the clause in the present 
Act which prohibits the sale and purchase of practices in the 
public service ; the right of any doctor to practise in the public 
service wherever he wants; the complete disappearance of the 
salary element in a doctor’s remuneration ; and the right of a 
doctor to appeal to an independent body against the recommenda- 
tion of a tribunal that he should be dismissed from the public 
service. 

On the first demand Mr Bevan cannot give way at all. On the 
second he cannot give way in principle, though he can go some 
distance in practice—by, for instance, laying as much emphasis as 
possible on incentives in unpopular areas and_= as 
little as possible on the restriction on practising in popular districts, 
The public has an interest here as well as the doctors ; for free 
entry and competition, even if modified by a medical wages policy, 
are as valuable to the consumer of medical services as to the buyer 
of industrial goods. Local monopolies are a menace to the public, 
and Mr Bevan has in fact already declared that in the appoint- 
ment of general practitioners to vacant practices in the public 
service he intends to allow as much individual choice and local 
initiative as possible. 4 

In any case, he might reconcile the BMA on these points if he 
could make concessions somewhere else. Would it not be possible 
for him to incorporate in the regulations on remuneration the gist 
of an amendment passed in the House of Lords but turned down 
by the Commons,-and allow a basic salary to be the exception 
rather than the rule? The Medical Practices Committee might 
be left to decide whether, when a vacancy was being filled, 
circumstances demanded that the incoming doctor should be paid 
partly, or wholly, by salary. Finally, if Mr Bevan could evolve 
some means by which a doctor’s case, in the event of his dismissal, 
could be given an independent hearing, he would reassure, not 
only many doctors but a large part of the general public which 
regards with extreme misgiving this further instance of a Minister 
being the sole arbiter in his own disputes. 


* * x 


The War Office and the Brewers 


__ The need for national planning—genuinely national planning, 
with powers to enforce decisions even on recalcitrant Government 
departments—could scarcely be better illustrated than by the 
decision of the War Office to retain 238 acres of London’s Green 
Belt near Coulsdon and Purley for a bombing range. Five minutes 
in front of the Land Utilisation Survey’s map of Great Britain, or 
the admirable population maps published for the Ministry of Town 
and Country Planning, should be enough to convince any unpre- 
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judiced observer that proposals for the further engressment of open 
country anywhere in Southern England for purposes of this kind 
ought to be treated with the utmost suspicion ; and when it comes 
to interference with London’s distant and inadequate Green Belt 
suspicion ought clearly to harden into something a good deal 
stronger. In view of its manifold needs for urban development, 
for agriculture, and above all for recreation, the South is far 
too crowded to accommodate further military activities which can 
by any manner of means be diverted to the more open country in 
the North and West. The question, to which attention is drawa 
in a leading article on p. 179, is whether the existing of prospective 
machinery of national planning is powerful enough to enforce a 
view of this kind. Perhaps it is, and perhaps the new Town and 
Country Planning Bill will add sufficiently to the prestige of the 
Ministry of Town and Country Planning and its weight in inter- 
departmental battles to allow it to counter-balance (or at least 
play off against on another) the narrower views of other Ministries, 
But for the moment it is an open issue whether the capacity of 
the War Office for passive resistance, or the relative political im- 
portance of London local authorities as compared with demon- 
strators in the politically marginal areas of Wales, may not be 
bigger factors in the Government’s decisions than unbiased con- 
sideration of the best use of the nation’s land. 

While the War Office has been drawing attention to a field in 
which planners have intervened too little, the brewers have brought 
up a case in which past interference has gone much too far. The 
New Towns Committee not long ago approached the delicate sub- 
ject of beer with a tact which barely concealed the abandonment 
of the pussy-foot sentiments of the founders of Letchworth 
Garden City. The Government, in the person of the Home Secre- 
tary, last week expressed its hearty agreement; and the London 
brewers propose carly in March to open an exhibition illustrating 
the planning of licensed houses in areas of new development. It 
will, incidentally, illustrate the need, only too often neglected in 
development schemes in the inter-war years, for planning authori- 
ties to consult as a matter of routine with the interests affected 
by each individual development scheme. The brewers’ version of 
planning for freedom deserves every encouragement—even if, as 
rumour suggests, their resistance to the insidious assaults of the 
planners is sometimes carried a little too far. 


* * * 


The Right to Potter 


First prize for the silliest piece of interference with people’s 
private affairs, encouragement of snoopers, penalisation of enter- 
prise and misuse of sledge-hammers for cracking nuts, will be duly 
awarded to Mr Tomlinson, the Minister of Works, for last week’s 
Order on unpaid labour in the building trades. Henceforward 
any citizen who, having on hand materials—paint legally acquired 
over the counter, timber from a disused outbuilding or home-made 
breeze blocks—to the value of £10 must, before he rolls up his 
sleeves and constructs a new henhouse, apply to his local authority 
for a permit and wait the necessary weeks until he receives it, 
under penalty of the law. Worse, he must, if the wording of the 
new Order means what it says, acquire such a permit before he 
can even undertake in his own house any job of a total value 
exceeding £10, including labour as well as materials. One can 
foresee some pleasant legal proceedings, worthy of Sir Alan 
Herbert’s Misleading Cases, with the prosecution arguing that the 
defendant, having spent a fortnight’s holiday and several week- 
ends on odd jobs and decorations, had at trade union rates ex- 
ceeded the permissible minimum by 20 per cent ; while the defen- 
dant will plead that, since he had not attained trade union stan- 
dards of proficiency, his time should be reckoned at a lower rate, 
bringing his suspect activities well within the law. 

In practice, of course, the Order will be quite unenforceable. 
How much unsavoury tale-bearing it may elicit can be judged 
from Mr Tomlinson’s own figures of complaints received and 
convictions made under existing Orders—11,155 complaints, 222 
convictions. Snooping, whether private or official, is the last 
thing likely to encourage a healthy public opinion ; and only a 
healthy public opinion—the notoriously powerful sense that such 
and such a thing is not done—can effectively prevent the abuse of 
paid labour masquerading as unpaid which the Order is designed 
to end. So far as it does succeed in penalising and limiting 
genuine self-help and neighbourliness it constitutes one more 
encouragement to the passive and mindless waste of leisure: ons 
more blow to that old educative process of family co-operation 
which industrialisation has so largely destroyed, and one more 
narrowing of the small field in which even a mass-production 
worker can be his own master. There are many rights which could 
be surrendered with less damage than the right to potter. 
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Letters to 


The Twilight of Ministers 


Sir,—Although I recognise that the admirable article which 
appeared in your columns last week could only accord a summary 
treatment to this subject, I feel that there was one serious omis- 
sion among the precedents mentioned. I refer to the case known 
as Dalton’s Dilemma.” 

If future Chancellors of the Exchequer had been allowed to 
arrogate to themselves the same degree of technica) information, 
or to bandy about their department’s secret plans with that 
academic playfulness for which their predecessor in the. middle 
of the twentieth century was so justly notorious, it is legitimate 
to doubt whether the overweening powers of Cabinet Ministers 
would ever have been shorn. The chief. credit for the vision 
which immediately perceived the danger—if not for the solution 
ultimately adopted—must go to the head of my own department. 
He it was who first realised the prime importance of “ The Ques- 
tion of Sources of Personnel Supply.” It was useless, as he 
pointed out in the Purple Paper on this subject, for the State 
bureaucracy to go to the universities for their supplies of labour, 
if part of this pool of skilled men leaked away each year into 
other occupations. How, he asked, could the administrative ser- 
vice of the nation maintain its high qualiuy, if it was not to have 
the only reservoir of trained human material entirely at its dis- 
posal? The question was particularly relevant, for at that time 
an excessive proportion of our best young men at the universities 
were being absorbed into the frivolous pursuits of party politics, 
and meanwhile the State was being forced into the position of 
an unhappy mendicant begging for the reluctant services of the 
“marginal intellectual.” And the leader in this movement away 
from public responsibility was the Labour Government’s own 
Chancellor of the Exchequer—the prototype of the arrogant 
political intelligentsia of the mid-twentieth century. 

The manner in which the “ Dalton Dilemma ” was solved pro- 
vides yet another example of that happy spirit of compromise, 
which you rightly acclaim as the desideratum of “less fortunate 
peoples.” The planned allocation of labour was one of the tenets 
of the government then in power, and it was only a short step 
from this principle to the law, which has stood the test of time 
for almost a century, that the State service should receive a first 
priority allocation and that the surplus should be “ seconded ” 
to certain other essential occupations—from which politics was, 
of course, excluded. That dealt effectively with the future. The 
problem of the intellectuals who were already in ministerial circu- 
lation remained, and there appeared to be no way, short of assas- 
sination, round this obstacle to the onward march of British con- 
stitutional development. However, the trade unions once again 
came to our aid, and since the great party purge of “ armchair 
socialists,” which preceded the introduction of the two-day week 
at about this time, the drab don has virtually disappeared from 
the English political scene.—I am, sir, your obedient servant, 

A. SHONFIELD (P.R.O.) 

The Ministry of Skilled Labour (Civil Service Commission), 

The Athenaeum 


Nationalisation and Efficiency 


Sir,—Two articles in your issue of January 18th advance the 
following propositions: (1) The Electricity Bill is good but not 
urgent and ought to be postponed. (2) The economic fate of the 
country depends upon the sense of responsibility of the 10 per 
cent of active trade unionists who provide the effective leaders of 
working-class agitation. 

Can you imagine any quicker way of killing their sense of 
responsibility than postponing nationalisation measures and so 
convincing them (however wrongly) that the Labour Government 
has sold out to capitalism?—Yours faithfully, 

Trinity College, Oxford PHILIP WILLIAMS 

Sir,—Mr Tom Sargant’s letter in your issue of January 11th 
is interesting as an example of the methods used by advocates of 
nationalisation of industry in presenting their case. Industry, 
privately operated and owned, is wasteful (no evidence being pro- 
duced) ; the greatest wastage arises from separate undertakings 
competing with each other for profits ; the aggregation of as many 
businesses as possible under single ownership would eliminate this 
wasteful competition for profits ; the example of the ICI and other 
large industrial groups proves this ; therefore, nationalisation or 
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the Editor 


grouping on one balance sheet would eliminate wastage in industry 
and would also permit production of a “ socially useful ” character 
at present not entered upon because it is unprofiteble. 

One would like to see evidence that public ownership, where it 
is in practice, is less wasteful and more efficient than private 
ownershiv : that if competition were eliminated the community 
would benefit ; that so-called “socially useful” production or 
services will not become an additional burden on the community, 
or a matter of subsidy of one section at the expense of another ; 
and, finally. that we have the ability to design and to operate the 
kind of organisation which will be required to handle these great 
aggregations of industry under public ownership. 

In other words, what we require is a little more evidence and 
much less ex parte statement. To take one point alone: is Mr 
Sargant quite sure that within the industrial concerns he has in 
mind there is either greater over-all efficiency or avoidance of com- 
petition between individual units?—Yours faithfully, 

44 Endcliffe Rise Road, W. H. HIGGINBOTHAM 

Sheffield, 11 


Principles of Compensation 


Sir,—That Stock Exchange prices reflect political insecurity 
has long been painfully familiar to British investors in Russia, 
in South America and in China. But is it not precisely to guard 
against the changes which result from politician. being judges in 
their own cause that we should insist :pon our accepted practice 
in the past that compulsory acquisitions should be at a price 
determined by an independent valuer, who is bound to assume 
a willing vendor and have regard only to the intrinsic value of 
the property? Otherwise, short of complete communism, you 
favour all other property owners at the expense of those who 
happen to run the particular type of property which the state 
covets. Does your correspondent, Mr Watkins, really favour 
this?—Yours faithfully, G. R. Y. RADCLIFFE 

Glebe House, Knebworth, Herts 


The Polish Elections 


S1r.—I do not think it is possible to make any analogy between 
the abandonment by us of our former Russian friends in favour 


‘ of the new Bolshevik rulers of that country and our relation to- 


wards the Poles who fought on our side throughout the recent 
war. The Russian revolution was an internal affair of the Russian 
people, the Communist régime was established there without any 
outside assistance, even to some extent against foreign intervention. 

On the other hand what has occurred in Poland was not a 
change of her political and social system. brought about by a 
genuine native process, but an enforced imposition on the country 
of a foreign system, in opposition to the will of the overwhelming 
majority of the Polish people. The issue is, therefore, not social 
reforms, as sometimes suggested, but the freedom of a whole 
nation, menaced from outside. 

Neither does it seem fair to describe the Communists and their 
puppet groups in Poland as the Polish “Left Wing ”—while 
simultaneously calling all the genuine Polish political parties, 
forming the backbone of the Polish nation, “ Right Wing.” This 
alleged Right Wing contains elements sometimes more socially 
radical and “leftish” than most of the Socialist leaders in the 
West. That which separates them from the Communists is their 
will to preserve democratic liberties and to resist all the forms of 
totalitarianism. 

To assert that the only alternative to the Communist rule in 
Poland is the dictatorship of the extreme Right Wing is to 
obscure the real issue which is at stake in Poland—the issue 
whether the Polish nation will be free to shape its own destiny.— 
Yours faithfully, J. S. WiiiamMs 

111 Cadogan Gardens, S.W.3 


Cotton Costs and Prices 


S1r,—The letter from Mr R. P. Lynton on “ Cotton Costs and 
Prices,” in your issue of January 11th, appears likely to give a 
wrong impression of the effects of a shorter working week in the 
cotton industry. 

The trade unions did not, during the joint negotiations, base 
their claim for the shorter week on the belief that production would 
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not decline ; on the contrary, they claimed, and were conceded, 
a compensatory wage adjustment fully proportionate to the reduc- 
tion in hours to maintain earnings in view of the anticipated Joss 
in output. It is difficult to compute indirect gains of the shorter 
week, and the position should be assessed in terms of what deterio- 
ration might have ensued in the overall situation by retaining the 
longer week rather than in Positive advantages from introducing 
a shorter one. In practice, it is the general experience that output 
has declined since the shorter week was introduced—at many mills, 
at least—or even more than proportionately to the reduction in 
weekly hours. 

The great bulk of cotton cloths are subject to price-control orders 
of the Board of Trade, which, even before the change in hours, 
restricted margins to a level which was anything but generous. 
The adjustment which the authorities have allowed is materially 
less than would be necessary to compensate employers fully for the 
higher wage-rates and higher incidence of overhads per unit con- 
sequent upon the reduced hours. 

Incidentally, our protest against the experiment at John Bury 
and Co. was not based upon the merits or otherwise of five-day 
working ; it was made because unilateral action at individual firms 
on matters of far-reaching consequence strikes at the whole prin- 
ciple of collective bargaining upon which our industrial structure 
at present fundamentally rests.—Yours faithfully, 

Geo. B. FIELDING, Director 

The Cotton Spinners and Manufacturers’ Association, 

Midland Bank House, 26 Cross Street, Manchester 2 


Canadian Appeals 


Sir,---Your interesting note on “Canadian Appeals” in your 
last issue has one ship which you may wish to correct. The 
Dominion did indeed abolish the appeal to the Judicial Com- 
mittee in criminal cases in 1933, and the validity of that Act was 
upheld by the Judicial Committee ‘itself in British Coal Corpora- 
tion versus the King in 1935; but no Act has ever been passed 
abolishing the appeal in civil cases. The recent. proceedings dealt 
with the validity of a Bill introduced in the House of Commons 


Books and 


Spengler-Toynbee History 


“A Study of History.’’ By Arnold J. Toynbee. 


Abridgement 
of Volumes I.—VI. By D. C. Somervell. 


617 pages. 25s. 


Tue Victorians with few exceptions believed in progress. The 
fact of progress appeared obvious to them, not only on the material, 
but also on the moral and political plane. Doubts about the in- 
evitability of progress have, however, become more frequent 
during the last thirty years. Two devastating wars, an unpre- 
cedented economic setback and a vicious spiral of ferocious social 
revolution and counter-revolution have naturally raised the ques- 
tion whether civilisation is really as secure as it looked about 1900, 
whether indeed it may not be on the way to breaking down alto- 
gether, and this has led to a new interest in the fate of systems of 
human society and culture which came to grief in the past. 
In the heyday of Victorian optimism historians were of course 
familiar with ruins, but they were not reckoned really significant ; 
the heir of all the ages did not then think it possible he might be 
one with Nineveh and Tyre. A corollary of the belief in progress 
was a concept of the unity of civilisation which fitted in well with 
the egocentricity of the European outlook ; as the way of advance 
had been through Western civilisation, which was then spreading 
over the whole world, other forms of civilisation seemed f little 
importance ; they were merely outmoded constructions ike the 
scientific theories of earlier times. 

Spengler, the pioneer of the reaction against nineteenth-century 
optimism, had quite a different idea of civilisation. He held that 
history revealed not one civilisation, but many, and that each 
showed a certain cycle of growth and decay ; all civilisations, in- 
cluding the Western, were therefore comparable, and by compara- 
tive study of them it was possible to foretell in outline the destiny 
of the modern world. The work of Professor Toynbee is on the 
whole in the succession to Spengler, though it has a much mere 
English quality ; Toynbee avoids Spengler’s absolute determinism 
and his mind has a brilliant and stimulating vivecity of thought 
in striking contrast to the pompous and ponderous style of the 
German scholar. Yet the Toynbee revision of Spenglerism does 
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in 1939, but never passed. The Dominion Government referred 
this Bill to the Supreme Court of Canada for an advisory opinion ; 
the Court upheld the validity of the proposed legislation ; and 
certain Provinces then appealed. It is not yet certain whether 
the Dominion Government will proceed with a similar Bill at 
the coming session of Parliament.—Yours faithfully, 

3 Lakeview Terrace, Ottawa, Ontario EUGENE FORSEY 


Bretton Woods 


Sir,—While thanking you for the review of my book Bretton 
Woods for Better or Worse in The Economist of January 25th, 
may I correct a misapprehension? I have nowhere suggested 
that a high bank rate would be the appropriate tceatment of the 
present monetary situation. As I have said in the preface, my 
criticism is of the International Monetary Fund as a permanent 
or long-term plan. I have also, it is true, pointed out the present 
and immediate need for stabilising the wealth-value of money. 
But, when “ the commercial banks have been stuffed overfull with 
Government borrowing,” something more drastic than dear money 
may be needed (such as the forced loans which have been resorted 
to in Belgium and some other countries to extinguish redundant 
money). And, if inflation takes hold in the United States (where 
the total of currency, plus demand deposits, has quadrupled since 
1929), a rise in the gold value of the pound sterling (probably by 
several stages) may be necessary to guard against inflation here. 
Such measures might have to be supported by dear money, but 
that might not be necessary. 

Your reviewer suggests that in advocating freedom to alter 
parities, I go far towards denying any value to international co- 
operation in the monetary sphere. But my contention is that, 
given Anglo-American co-operation in stabilising the wealth-value 
of the pound and the dollar, rates of exchange would present no 
difficult problem, and that, without such stabilisation, it would 
be disastrous to tie the pound to the dollar, and to commit Great 
Britain to whatever alternations of inflation and deflation the United 
States might indulge in—Yours faithfully, R. G. HAWTREY 

29 Argyll Road, W.8 


Publications 


not altogether escape from a rigid schematism which is open to 
the charge of distorting history rather than interpreting it. 

The book which has just been published is a one-volume 
abridgement (made not by Professor Toynbee himself, but by 
an admirer of his work) of the first six volumes of A Study of 
History which were published before the war with a promise of 
more to follow. The great length of Toynbee’s own composition 
is not accidental ; he is interested in non-European cultures not 
only for purposes of illustrating his general theory, but for their 
own sake, and many pages are devoted to particular episodes, 
so that the book tends to become an encyclopaedia of the lesser 
known phases of human history. The abridged version concen- 
trates on what is deemed essential to the theory and most inter- 
esting to the general public, and it is significant that more than 
half of the total. number of pages is concerned with the “ break- 
downs ” and “ disintegrations ” of civilisations. It is the decline, 
and not the advance, which gets the greater share of attention. 

The value of the Spengler-Toynbee method for historical 
thinking lies in the release it affords from crude conceptions of 
single-track automatic progress. Instead of regarding all past 
civilisations as mere steps upward to our own eminence, we are 
enabled to view them as “responses” to the “challenges” of 
specific conditions ; history can thus be closely integrated with 
anthropology and sociology and new insight gained into the 
processes of cultural and social evolution. But the method needs 
to be used with great caution and respect for facts ; if analogies 
are pressed too far, it quickly breaks down and becomes a trap 
for the unwary. Professor Toynbee in his desire to classify 
civilisations and reduce their history to a common pattern, pro- 
duces some extraqrdinary results. On the analogy of the growth 
of Western civilisation from the dissolution of the Roman empire 
(the “ universal state” of Hellenic civilisation), he dates “ Islamic 
civilisation” (or the two different civilisations into which he 
divides it) only from about 1275 and calls the Caliphate empire 
the “universal state” of an earlier “Syriac” civilisation. But 
the rise of Islam was quite different from that of Christianity ; 
it did not grow within a empire of alien culture, but made its 
own state from the outset. The distinctive cultural achievement 
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of Islam was already virtually complete by 1275 and it was par- 
ticularly brilliant in the period which, to fit the scheme, is com- 
pared with the “ Dark Age” in Western Europe. Similar distor- 
tions are inflicted on Indian and Chinese history for the sake of 
comparability, and they seem to show that the method used, 
though it can be a good servant, is a bad master. 


Marxian Economics 


“Studies in the Development of Capitalism.”’ 
Routledge. 396 pages. 18s. 


Mr Dosp’s studies, as he himself points out with engaging 
candour, have grown rather than been designed over a matter of 
twenty years. Taken together with the need to translate Marxist 
terminology into the more usual language of political and 
economic discussion, this process has made them hard reading ; 
and the faint-hearted student may perhaps be excused if he ends 
by wondering whether his trouble was really worth while. 


The most valuable service of Mr Dobb’s approach is to drive 


Maurice Dobb. 


home once again the lesson that economics must be political - 


economy, concerned with the texture of social life as affected by 
the market economy as well as with the working of the market 
itself. History is the best corrective to an unduly technical and 
market-minded approach to economics ; and Mr Dobb avoids, .at 
least in principle, the opposite error of converting economics 
purely into politics and forgetting that the economist has a special 
sphere and competence of his own. So far, so good ; but, when 
it comes to current problems, which were after all the author’s 
main target, a book which might have been as illuminating as 
Schumpetec’s Capitalism, Socialism and Democracy, peters out 
through obstinate adherence to the Marxian categories. A frame- 
work of thought which makes it impossible to recognise the new 
feudalism of the USSR for what it is (one remembers the illumi- 
nating comparisons drawn by Professor Brogan between pre- and 
post-Revolutionary Russia), or to proceed beyond the crudities of 
a Palme Dutt in the classification of Fascism, is not much help 
in forecasting the problems of the next generation. A little less 
insistence on using the tools of the Bronze Age of political 
economy would have paid Mr Dobb a handsome dividend ; for, 
while the study of history may certainly illuminate the future, it 
is necessary first to analyse the present accurately enough to be 
able to ask the historian the right questions. 


West Indian Analysis 


‘Welfare and Planning in the West Indies.’’ By T. S. Simey. 
Oxford University Press. 267 pages. 15s, net, 


Tuis is a depressing book.. Commissions and Royal Commissions 
are for ever visiting the West Indies, whose inhabitants must have 
been more reported upon than any other people in the world. 
Professor Simey, who was social welfare adviser to the first Comp- 
troller for Development and Welfare in the West Indies, does not 
merely add another fact-finding survey to the numbers that have 
already been published ; he goes back far beyond the existing facts 
to find their causes. As a psycho-analyst investigates an indi- 
vidual’s personality by leading him back to first things and un- 
covering early environmental stress, so Professor Simey explores 
the West Indian personality by tracing the origins of the West 
Indian community. In so doing he explains the main features 
of West Indian society to-day, not by the people’s descent from the 
African negro, but by the fact that they were slaves. It was the 
plantation economy that laid the foundations of society. It was 
Emancipation that destroyed the foundations, and they have never 
been re-built. 


It is not this analysis that makes the book depressing. Indeed, 
Professor Simey’s conclusions about the personality that emerges 
from it are encouraging. Unlike some other observers of the 
West Indians, he rejects the proposition that the West Indian is 
naturally indolent and a permanently inferior specimen of 
humanity. He finds that the basic personality is sound—or could 
be if it were not for the two adverse environmental factors that 
mould it. The first is his poverty. The average West Indian 
is SO poor, so utterly and appallingly poor that he has a craving 
for food which has become a complex as dominating as sex is, 
in Freudian analysis, to the average man. The second is his colour. 
To the influence of colour on social status, and to the attitude of 
the dominant white caste, Professor Simey, like other sociologists, 
attributes a great deal of the West Indian’s frustration and con- 
sequent aggression. The aggression may be overt, or it may be 
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veiled in the submissiveness and accommodating attitude that are 
so characteristic of the West Indian. 

What is depressing about Professor Simey’s study is that al- 
though both these environmental stresses are, or should be, re- 
movable, he does not seem to see any prospect of this happening. 
In the case of West Indian poverty, it is not for want of trying. The 
Development and Welfare organisation was hailed as a great step 
forward in improving West Indian conditions, but Professor Simey 
examines it critically and finds it in many respects, particularly in 
its economic policy, sadly deficient. In his view, nothing less than 
an entirely new approach is needed, accompanied by new methods 
of administration and new types of administrators, both in White- 
hall and in the islands themselves. And the patient must co- 
operate with the therapist. 

His criticisms will not be popular ; and it may be that his con- 
clusions and recommendations, which are not always easy to grasp 
owing partly to some clumsy writing and partly to his abundance 
of ideas, are too drastic. But those who would scoff at them as 
unrealistic and would condemn his analysis as meaningless should 
first answer these questions. If he is wrong, who is right? And 
why is it that in spite of all the reports and White Papers, in 
spite of all the effort and sums of money that have been directed 
to the islands, conditions should remain so bad and the West 
Indian personality remain so disintegrated and unstable? | 


Shorter Notices 


“The World of Learning 1947.’’ 
532 pages. 60s. 


This is a guide to international academic life which should fill many 
of the gaps brought about by the war ir the world of thought. It 
contains detailed information concerning universities, colleges, learned 
societies, scientific institutions and associations, libraries, museums 
and collections of many countries and the names of the principal staff 
running them. 


(Europa Publications Ltd.) 


“At Home with Income Tax. 
Cox. 178 pages. 7s. 6d. 


Since a “good tax” should be easily understood, and since the 
chief beast of burden is the man-in-the-street, a short guide to “ How 
to fill up your returns correctly, understand and check your tax, 
get the reliefs to: which you-are entitled and claim repayment,” should 
help to satisfy an obvious.and even urgent demand. The explanation 
of different types of tax and an excellent index should provide the 
ordinary citizen with a useful help in trouble. 


By R. W. Harris. Stone and 


From The Economist of 1847 


January 30, 1847 


THE wealth of every nation is derived from the labour of 
its inhabitants, and as it is by physical and mental labour 
that all is produced, the facilities of obtaining national riches 
are in greater or less proportion to the intelligence existing 
in the country. By the spread of knowledge and education, 
the people are enabled to produce the greatest amount of 
commodities for exportation, with the least physical toil, 
whether they be the direct productions of the soil, or are 
derived from the natural and artificial resources of the country. 
By the influence of education and intelligence on legislation, 
wholesome and just laws are enacted; by equal and good 
laws, the industry of its inhabitants is encouraged ; and the 
people thus finding themselves secure in the peaceful enjoy- 
ment of the fruits of their labour, without the imposition of 
partial and excessive taxation, the general resources of the 
country are rapidly and extensively developed, and the nation 
becomes proportionately prosperous and happy ne 

To use the words of Edmund Burke—“ Education is the 
cheapest defence of nations.” 


* 


The following extract from the letter of “ A Dorsetshire 
Tenant-farmer ” tells its own tale :-— 


- . « » I was led to believe when I took the farm that I should 
not be injured by the ravages of game,* but it has since proved 
quite differently . . . Believe me, Mr. Editor, no person could 
well tell the compensation I ought to have received last year 
for the destruction the pheasants did to my wheat and barley 
crops ; I consider myself at least 300£ out of pocket, owing to the 
damage the game did me last vear ; and it is not very pleasant 
to a farmer to be dogged about in the manner we are, by the 
rascally gamekeepers, especially on our own lands; I consider 
they do us as much injury as the game. .. . 


.* That is the usual tale told to a new tenant on entering a game farm. 
Victim after victim has been trapped in that way. 
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Have you a problem in industrial or 
commercial control — manufacturing, 
selling, servicing 2? We cover the ground, 
if not from A to Z, then certainly from 
A to Y 


Here under one roof we have a group 
of divisions —each one specialising in 
some facet of industrial or commercial 
control — the whole covering virtually 
every need in Office Machines, Systems, 
and Equipment. 


The value and comprehensiveness of 
this service become more apparent during 
a visit to our systems display rooms. 










Accounting Machines ; Adding Machines ; 
Calculating Machines ; Filing am ange Fd 
Production Control Charts ; Kardex Visible 
Records; Certified Safe Equipment; 
Remington Typewriters and Supplies. 


Reninglon Rand bid 


Sales Offices and Service Depots throughout Gt. Britain 
Commonwealth House 
1 New Oxford Street, London, W.C.1. ‘Phone: CHAncery 8888 


SyncwRONOUS Ee ,ectRIC 


ELOCK 


to waste time... 
so see about a 
TEMCO this week. 
No winding or 
regulating .. . just 


plug into the mains. 











OFFICE MACHINES 
SYSTEMS 
EQUIPMENT 


ty 
US 
The CURRENT way of 

telling the TIME 


















ARRIVE SOONER - 
STAY LONGER 


Travel by swift comfortable 
K'L'M airliners and reach 
your favourite Winter Resort 
in a matter of hours. You 
can take your skis as part of your baggage and enjoy longer 
at your destination. Smooth, trouble-free connections and the 
traditional K-L’M service make your journeying a real pleasure. 


FLY TO THE WINTER: SPORTS BY 


KL Mi 


ROYAL DUTCH AIRLINES 
The right bite lo tabs / 


Ask your Travel Agent for particulars or contact the K*L'M office at 202/. 
Sloane St., London, $.W.1.(SLOane 9656) or Prestwick Airport, (Prestwick 7272 


RELIABILITY + COMFORT + PUNCTUALITY + SPEED 






will soon be available 
in increasing quantities 


in Retail Agents’ shops 
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OVER A MILLION CLIPPER PASSENGERS WERE CARRIED IN 1946 
You can buy a ticket today 

and fly tomorrow 

«> vee NEW YORK 


London to New York by Clipper 
is only 18 hours flying time. You 
can fly tomorrow, spend three 
whole days in New York, and be 
back home within a week. Aloft 
and at the airport you will find 
unrivalled comfort when you go 
by Flying Clipper. 

Consult your travel agent or Pan 
American- World Airways’ General 


: Agents, U.S. Lines, Arlington 


House, Arlington Street, Piccadilly, 
S.W.1 (REGent 3101.) - 
“Go by Flying Clipper when you go” 
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TRANSPORT 


EFORE the war, in conjunc- 
tion with Messrs. J. S. Fry 
& Sons, this Firm developed an 
efficient railhead distribution 
system. (This is fully described 
in our book ‘ Industrial Record ’.) 
Special railway vans carry the 
products of the two firms to rail- 
head depots. From these depots 
they are distributed by road to 
our customers’ shops and ware- 
houses. Most of the road 
distribution is. done by - road 
haulage contractors,.but some of 
it by our own vehicles working 
under ‘ C’ Licences. 

The road transport that we 
operate directly ourselves under 
*C’ Licences is valuable in many 
ways. It permits:a useful check-up 
on our contractors’ charges. It 
facilitates experiments..in . such 
things as new types of packing or 
body design. It means that if we 
are unable to get satisfactory 
contract services in any locality 
we can operate without great 
difficulty ourselves. 


Under the Transport Bill now 


before Parliament, the Govern- 


ment will either take over or 
control the businesses of our 
contractors. When it does so it is 
most important that we should 
retain our present liberty to run 
our own vans. 

It is true that the Bill will not 
prohibit our doing this, but we 
shall only be allowed to do so 
under certain restrictions. Once 
the principle of imposing these 


restrictions is conceded, it would. 
be easy for the Government of 


the day to make them so onerous 
that ‘C’ licensed vehicles. would 
no longer be readily available as 
a competitive alternative to the 
nationalised road transport 
system, a check on its efficiency 
or a stimulus to its enterprise. 

We therefore urge that the 
Government should amend its 
Bill and leave unhampered the 
Trader’s right to carry his own 
goods in his own vehicle to what- 
ever point he desires. 
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The System ‘of theHying Chippers 


JUST OUR HANDWRITING 


An instrument moves in Melbourne and a robot 
pen in London traces a message on a moving tape. It 
might be news that the world awaits, or tell someone 
that she is now a grandmother. It might set markets 
aflame, or name a winning racehorse. This is the 

mission of Cable and Wireless — to bring nations 

closer together and destroy the distance that holds 
. friends apart. 


@® CABLE AND WIRELESS 


2© VIA IMPERIAL 








+ Cap 
RES 
Cable and Wireless Ltd., Electra House, Victoria Embankment,. London, aa 












A new monthly journal 
with a different approach to 


and interpretation of 
ECONOMICS - POLITICS - TRADE 


For new opportunities and a new outlook on Empire and 
International Affairs read Soundings 2/6. 


Obtainable through your newsagent or directly from 
9, UPPER GROSVENOR STREET, LONDON, W.1. 
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AMERICAN SURVEY 





The Chances of Freer Trade 


(From Our US Editorial Staff) 


“°T’O be fully effective, general rules for international com- 

mercial and-trade relations such as those laid down in the 
Suggested Charter (for the International Trade Organisation) 
must be supplemented by specific action to reduce, modify or 
eliminate barriers to trade such as tariffs,.quantitative restrictions 
and discriminations.” This sentence is from the Acting Secretary 
of State’s announcement of negotiations for trade agreements with 
eighteen other countries, made on November 9th last. Evidence 
is gradually accumulating of the extent to which this thesis has 
support in a country that has just retuened a Republican majority 
to Congress. 

The record of the efforts that the Truman Administration has 
made in the course of the last two years under multilateral world 
trade is impressive. The Reciprocal Trade Agreements Act was 
renewed in July, 1945, for a further three years ; under it, the 
President has power to reduce any American tariff by as much as 
half of the rate prevailing on January Ist, 1945. The initiatives 
and invitations of the State Department have been mainly re- 
sponsible for summoning the Preparatory Conference which met 
in London last September and the subsequent meeting that is to 
be held in Geneva in April. 

As part of the American preparation for this meeting, the Com- 
mittee for Reciprocity Information is now holding hearings to 
get the views of individuals, firms and trade associations inter- 
ested in items on the published list of commodities whose status 
may be affected by the forthcomng bargaining on rates. The 
Committee includes members from the Tariff Commission, and 
the Departments of State, Treasury, War, Navy, Agriculture and 
Commerce. Following a general session for members of Con- 
gress and general representatives five panels for special classes 
of commodities are now sitting separately to hear some 850 
spokesmen for such varied products as coal, coffee, apples, razor 
blades, lace, honey, castor oil, spangles and canaries. 

What they say follows patterns thoroughly familiar through the 
twelve years that the Reciprocal Trade Agreements Act has been 
in operation. In the opening round, the representative of the 
American Tariff League is heard ; so is the representative of the 
National Foreign Trade Council. This time, the Tariff League’s 
case is a reaffirmation of the belief that tariff rates should be 
determined domestically (that is, by Congress rather than by 
negotiations conducted by the President with foreign powers) ; 
that chaotic world conditions make this an inappropriate time for 
reducing US tariffs and a time when foreign nations will give 
little in return; that recent foreign loans have pyramided 
abnormal exports on top of normal exports to such an extent thar 
if there were to be an increase in imports sufficient to balance 
both, it would be so large as certainly to displace goods of Ameri- 
can producers. Industries needing: tariff protection are not 
necessarily inefficient ; some cannot mechanise entirely and some 
have a high proportion of labour costs. A diversified economy 
serves the general welfare and the national security ; a flexible, 
equitable tariff is sound. 

In specific support of this line of reasoning, some communities 
come to the hearings in a body ; from Gloucester, Massachusetts, 
come representatives of the Chamber of Commerce, the Fisheries 
Association, the Fishing Vessel Owners Asociation, the Sea Food 
Workers Union, the Building and Construction Trades Council, 
the Central Labour Union, the Gordon-Pew Fisheries Co., Ltd., 
Davis Bros., Fisheries, Inc., and Solomon Sandler, with the 
Mayor at their head, all demanding to be heard on fish. The 
representatives of individual industries have a largely unvarying 
Purpose, to meet the general aim of reciprocal reduction of rates 
with the specific ory; But not ours! There are some under- 
standable exceptions: producers of ethyl gasoline see no harm 
in facilitating imports of lead ; producers of zinc hold that zinc 
ores should be encouraged, though obviously not the finished 
product. The Aluminium Association welcomes the arrival of 
bauxite ores but not of aluminium, while the bauxite producers 
protest. Makers of chocolate bars are free traders on sugar, cocoa 


beans, and Near East almonds, but not on their combination of 
the three. 


Because of the large number of parties to the negotiation that 
is to take place in April, the official list of negotiable articles is a 
long one ; and so, accordingly, is the list of firms filing protests. 
Even though each firm is interested in only one product—oc a 
most a small group of products—the political effect of their mul- 
tiple protests is cumulative. Those in charge of the Reciprocal 
Trade Agreements programme doubtless weighed the loss of time 
that would have occurred if the series of agreements had been 
spaced, and concluded that the benefits of a quickly-concluded 
multiple negctiation were worth the domestic risk of hearing all 
the opposition at once. But the present demonstration of the 
political axiom that those in favour of a programme are apt to be 
silent partners, while those opposed say No at the top of theic 
lungs, may be about to cause the Administration some difficulties. 

It is true that there are more than three score organisations 
interested in the expansion of American foreign trade: important 
among them are the National Foreign Teade Council, the US 
Associates, the China-America Council, the Council for Interc- 
American Co-operation, the World Trade Foundation, the Com- 
mittee on Foreign Economic Relations. But they have so far 
failed to make a co-operative approach to their needs for money 
and personnel, and there is a certain polarity among their more 
prominent personalities. ‘Their efforts are consequently more 
overlapping and less cumulative than might otherwise be the case, 
particularly as respects a campaign across the country. 

At the hearings, moreover, the overall interest of the general 


- foreign trade organisations is only sporadically supported by the 


specific pleas of groups like the National Council of American 
Importers and individual firms seeking outlets for their goods 
abroad. The rarity of appearances in the latter category may in- 
dicate that many industries are unaware of the possibility of get- 
ting the bargaining power of the United States used to obtain re- 
ductions of duties, quotas, and preferences that obstruct the entry 
of their products into other countries. Or it may reflect satis- 
faction with current private arrangements worked out by firms 
well related to various cartels. ‘3 

But the balance of present testimony may be gauged by the 
introduction into the House of Representatives, within a few days 
of each other, of four resolutions. These offerings, advanced by 
Messrs. Jenkins of Ohio, Gearhart of California (both members of 
the influential Ways and Means Committee), Murray of Wis- 
consin and Lewis of Ohio, urge delay in trade agreement activity, 
an investigation of the administration of the programme, the assess- 
ment of pertinent information by Congress, etc. The bills in the 
House (to repeal the Trade Agreements Act) and in the Senate (to 
require Senate ratification of each agreement), perennially intro- 
duced by Congressman Read of New York and Senator McCarran 
of Nevada, probably stand little likelihood of passage. But on the 
record of a number of influential members of the House Ways and 
Means Committee, to which, as concerning a revenue measure, 
the recent resolutions will go, the chances of a favourable Com- 
mittee report and hence reference to the Rules Committee—the 
next stage on the road to the floor of the House itself—appear 
favourable, although Mr Clayton, the Under-Secretary of State, 
may request a hearing before the vote is taken in an attempt to 
kill the resolution at. the source. If they get to the Rules Com- 
mittee, that may be a rather easier nut to crack and another round 
of personal appearances might suffice. 

The action that the House itself would take, if the resolutions 
got as far as that, is difficult to prophesy. There are many new 
members whose attitude is unknown. Many Democrats are in 
favour of protective tariffs. ni 

Moreover, the official Republican attitude on this aspect of 
foreign policy has been a question mark since Senator Vanden- 
berg’s broadcast on January 19th in which, after saying that “there 
is no longer any partisan politics in the fixed and united American 
foreign policy he added that “ probably we shall ask more 
questions ” in the realm of economic co-operation. 

We are bound to inquire of the world to what extent we are to 
be required to face State monopolies abroad in trade. 
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We are bound to inquire to what extent other countries afte going 
to continue to make bilateral trade agreements for political pur- 
poses instead of multilateral agreements such as we are committed 


to. ' 

A Resolution of the House, of course, does not bind the Execu- 
tive in the same way that a Bill passed by both Houses does unless 
it is successfully vetoed. But suppose a resohition demanding — 
delay of the reciprocal negotiations scheduled for April 8th were 
passed. And suppose, at the cross-country public hearings on the 
ITO charter which are to be held.across the country starting on: 
February 25th, testimony should come predominantly from oppon- 
ents of the plan. The bargaining position of the American re- 
presentatives at Geneva could then hardly be more than negligible 





THE ECONOMIST, February 1, 1947 


—the other delegations might relevantly inquire just what they 
could accurately claim to represent. The effect of such a situa- 
tion, nullifying two years of American initiative, would be felt 
not only by the ITO, which has not yet come into being, but by 
the International Bank and the Monetary Fund. 


Mr. Clayton and the staff at work on the RTA programme, 
whose concern at the present trend of events is clear, may remem- 
ber the Presidential torpedoing of an International Economic Con- 
ference-once before, just after the political balance of the country 
had changed. But the memory can hardly make them more eager 
to go to Geneva, nine weeks from now, subject to a Congressional 
April fool. 


California is not Depressed 


(From a Correspondent in San Francisco) 


py the wat, whtle California’s industry poured out 
unprecedented quantities of ships and aircraft and weapons, 
it was freely predicted that the State would face a severe industrial 
adjustment when the shooting stopped. Now, more than 
a year after the Japanese capitulation, it is apparent that the 
prophets were wrong. Far from collapse, the flamboyant State 
seems headed for greater-than-ever prosperity. The doleful 
prophets based their predictions of disaster on their belief that, 
at the end of the war, California’s expanded industries, the “ war 
babies,” would be abandoned, and widespread unemployment 
would result. The good workers, skilled and dependable, would 
return to their peace-time homes, while the bad, the casual and 
unskilled, would stay behind to bask in the widely-advertised 
sunshine and be supported by unemployment relief and pensions. 

But California did not collapse, even though the Army and 
Navy cancelled many contracts within hours of the Japanese 
surrender. Many adjustments were necessary, but they have been 
made without a major dislocation. Shipbuilding has disappeared 
as an industry in the State. But aircraft manufacturers are doing 
better than anyone had hoped. The aviation industry is still the 
biggest employer in Southern California—employment has 
stabilised at about 75,000 workers. And the aircraft plants are 
turning out airplanes. They did not turn to fabrication of re- 
frigerators and stoves and novelty items made of light metals to 
survive, as it was forecast that they would have to. 

Despite the readjustment in aircraft and shipbuilding, among 
the hundreds of sub-contractors, employment has held to high 
levels. Employment in September, 1946, according to the State 
Reconstruction and Re-employment Commission, was approxi- 
mately 3,550,000—below but close to the wartime peak of Sep- 
tember, 1943. Many workers drawn to California by wartime 
jobs have been absorbed in industries and trades which lacked 
workers during the war—the construction industry, the laundries, 
hocels, restaurants, retail stores, and many other service trades. 
No skilled man is without a job if he wants to work. Unskilled 
Jabour is having a harder time. Even California’s highly- 
mechanised agriculture has little use for an unskilled hand. Actual 
figures on California’s employment and unemployment are im- 
possible to find. The Reconstruction and Re-employment 
Commission estimated September unemployment at 260,000. The 
job situation is extremely fluid, however. One official said that 
“workers are playing musical chairs, going from job to job. 
Between times, they are listed as unemployed.” Reports from 
State employment offices show littke demand for unskilled 
Jabourers while listing demands for skilled workers. In one 
office, the report showed 4,000 labourers out of work and a demand 
for 1,300 skilled construction workers. Negroes, largely untrained, 
are finding jobs harder and harder to get. Some employment 
experts believe that unemployment cannot be reduced below 2 per 
cent of the population. On this basis, minimum unemployment 
would be a constant 185,000.* 

The big fact about California after a year of peace is that its 
wartime population has not left the State. Figures compiled by 
the Department of Motor Vehicles, which checks arriving 
motorists at state border stations, indicate that California gained 
2,320,000 residents during the war years. The same agency, 
which makes some effort to check arrivals by train and plane, has 


*Applied to the United Kingdom this proportion would give a figure 
of 960.00c for minimum unemployment, The circumstances may not, 
of course, be exactly similar; but the comparison suggests that the 
proportion is high.—EpDiTOR. 


found that. people are still coming into California; instead of 
losing residents California is gaining permanent settlers. It is 
estimated that California now has a population of 9,225,000, second 
only to New York. (On this computation, it is contended that 
Pennsylvania, formerly second, has lost population directly to 
California.) 

This increased population means a wider market for the nation’s 
products. Eastern manufacturers with 15 per cent of their 
domestic market now in the eleven western states, of which Cali- 
fornia is by far the largest, are finding it economical to establish 
branch plant operations in the west, particularly in California. 
New western industries are being established to meet the market's 
demand. In common with other states, California, before the war, 
had a great backlog of unfilled needs, the result of lowered pro- 
duction during the depression. The shortage was intensified by 
the war period, when civilian goods were produced sparingly. 
With the tremendous increase in population—which is up by one- 
third since 1940—these demands are greater than anticipated and 
cannot be satisfied for many years. The great influx of new resi- 
dents has aggravated the needs—for morc homes, churches, 
schools, roads, transportation facilities, sewers, more school 
teachers, policemen, firemen, more workers of almost every type. 

Actually, the war years merely accelerated an already rapid 
growth. In 1900 California was twenty-first in the population ranks 
of the States. With a population of 9,225,000 in 1946, the popula- 
tion had increased almost 500 per cent in 46 years. Before the war 
California was well on its way toward industrialisation. Between 
1904 and 1939 industrial production increased eight times. In 
1939 California produced 4.9 per cent of the manufactured goods 
produced in the United States. During the war the State pro- 
duced 9.2 per cent of all war supplies. The pre-war trend and 
the post-war outlook are for development of an integrated agricul- 
tural-industrial economy. Thus Los Angeles county, the country’s 
leading agricultural county, also leads the country in production 
of aircraft, motion pictures, sports wear apparel and oil well equip- 
ment. It is mear the national top in production of furniture, 
rubber tyres, automobile assembly and refined petroleum products. 
The State’s steel-fabricating capacity is being enlarged—Columbia 
Steel alone has a $25 million expansion programme under way. 
Mr Henry Kaiser’s Fontana steel operation promises California an 
integrated steel capacity and the United States Steel plant at 
Provo, Utah, will soon be producing sheet for western needs. 

It is difficult to find a pessimistic man in California. Chambers 
of Commerce, deluged by inquiries for plant space from indus- 
rialists, see nothing but prosperity ahead. Los Angeles leaders 
predict that their community will be the world’s largest city within 
1§ or 20 years. The San Francisco Bay Area envisages a popula- 
tion of 2,400,000 by 1965 on a “ conservative ” basis. 

There are, however, some limiting factors. One is the lack 
of water. Already a few thoughtful people are concerning them- 
selves with the coming struggle between urban-industrial users 
of water and the agriculturists who depend on the available 
water for irrigation. Los Angeles will not become the world’s 
largest city unless it gets more water. Already it brings water 
for urban use 300 miles in a great aqueduct and its engineers 
are ranging ever farther. It is altogether probable that water 
from the Columbia River in the States of Oregon and Washington 
will be carried south to serve San Francisco and Los Angeles 
within the not too distant future. 

The State recently lost 1,500,000 acre-feet of water from the 
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Colorado River, which normally helps meet the needs of Southern 
California. This water was allocated to Mexico ‘in perpetuity. 
The water lost by California will be returned to Texas by the agree- 
ment, Texas receiving the water from Mexico out of the flow of 
the Rio Grande. The average run-off of the Colorado is 15,000,000 
acre-feet. Half of this is allocated to the “ Upper Basin” states 
along the river ; the remaining 7,500,000 acre-feet was allocated 
to Southern California, but the water granted to Mexico. comes 
first. Thus, in dry years, when the flow of the stream is 
diminished, Mexico is guaranteed its 1,500,000 acre-feet ; Southern 
California takes what is left of its allocation. The water treaty 
was a Texas idea. It was engineered, with overtones of the Good 
Neighbour policy, by the State Department, and a great deal of 
help from Senator Tom Connally, of Texas, Chairman of the 
senate Foreign Relations Committee. 

But California is still a part of the United States and the world. 
It is not isolated and it cannot control its destiny. National 
labour policies, national policies affecting production and employ- 
ment wiil all have a direct bearing on California. So will world 
economic conditions affect the State. California cannot remain 
prosperous without “good growing weather” throughout the 
world. 


American 
Killing the Goose ? 


The US Treasury has now made a decisive bid to relieve 
industry from the burden of “ portal-to-portal” wage claims, ex- 
tending back to passage of the Wage-Hours Act in 1938, and 
embracing, with claims for damages, an estimated tctal of at 
least $5 billion. The claims of the unions are based on a receni 
Supreme Court decision that wages that are based upon “time 
spent in productive labour,” should be read as covering all the 
time spent cn company premises, from entering the “ portal” to 
leaving it. In the flocd of suits. which followed from this ruling, 
overtime payments have been sought not only for unproductive 
time spent within factcry premises, but also for time spent in 
parking automobiles on company grounds, time “lost” in using 
company canteens, and in making use of all amenities provided 
by the more considerate type of empioyer. 

The Treasury ruling does not challenge the legal basis of these 
union claims. But it provides that employers may re-assess thc 
basis of tax returns for the fiscal years against which such claims 
would be chargeable, and thus become eligible for EPT refunds. 
There will be endless complications in this method of procedure, 
including war contract re-negotiations. But in six of the nine 
years covered by portal-to-portal claims, EPT was chargeable at 
varying rates, and over three years a very large number of 
undertakings were paying taxes at the top rate of 85 per cent. 
The effect of the decision will thus be to transfer a very large 
share of any future burden from industry to the Treasury which, 
if the unions succeed in their suits, may easily provide 50 per 
cent of the total now involved. 

It does not, of course, ,follow, that the unions’ claims will be 
readily allowed. For bargaining purposes, they have clearly been 
assessed at the highest possible levels, and some of them are little 
short of fantastic. In making its decision, the Treasury has 
intimated to industry that the concession has not been made “a3 
a premium for admitting union claims,” and in another direction, 
the Department of Justice is seeking reconsideration of the case 
against the Mount Clemens Pottery Company of Michigan and 
thus of the Supreme Court award which first began the snow- 
ball process of portal-to-portal suits. Without seeking a direct 
rejection of the Supreme Court decision, the Justice Department 
has asked the Michigan Court to re-examine the claims, and to 
decide whether they may stand “ against the realities of industrial 
life,” or may be waived as altogether too trifling for Court con- 
cern. 

_ The knowledge that the government has made such a forcible 
intervention has given a great deal of encouragement to industry, 
which is altogether aware of the manceuvring space permissible 
for court interpretations, and is also aware that where courts may 
hesitate, Congress is now only too willing to take up the challenge 
and. has, indeed, prepared several measures—some of doubtful 
constitutionality—ranging from direct outlawry of portal-to-portal 
claims, to a “ windfall tax” which would eliminate any. benefits 
attaching to future awards. The portal-to-portal claims have been 
described with some justice as the “greatest Jegal-economic con- 
troversy of American history ” and it is certain that any full impact 
upon industry would be extremely damaging. It does not seem 
at all likely, however, that final awards will be more than relatively 
modest, though retrospective payments may well bring some addi- 
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tional worries to Republican Party Budget-shapers. Throughout 
the weeks in which accumulating claims have reached such vasc 
totals, it is significant that Wall Street has obviously refused 
to share alarmist suggestions that the unions now hold the power 
to kill the goose with the golden eggs. 


* * * 


Peace in Industry 


There have been welcome signs this week of a more concilia- 
tory approach to the collective bargaining negotiations now pro- 
ceeding in the steel, rubbex, and automobile industries. In Detroit 
the Automobile Workers’ Union has agreed to an extension of 
its contract with the Chrysler Corporation from January 26th to 
February 26th, thus ruling out the possibility of an immediate 
strike in the automobile industry. The United Rubber Workers, 
who also belong to the Congress of Industrial Organisations, have 
signed their first company-wide agreement with the US Rubber 
Company, covering improvements to working conditions such as 
paid holidays and “severance pay.” Discussioas of the union’s 
cla‘m for an increase of 20 cents an hour in wages paid by US 
Rubber and three other large companies will follow. 

A similar atmosphere of accommodation pervades the early 
Stages of negotiation between the Steelworkers’ Union and the 
US Steel Corporation. The present contract, which was due to 
expire on February 15th, has been extended to April 30th, to allow 
more time for the wage negotiations which will have an important 
bearing on the national wage-price structure and may, if the 
past is any guide, once more set the wage pattern for the mass- 
production industries. Last Saturday a long-standing grievance 
was disposed of when the union and the company signed an agree- 
ment on job reclassifications. Nearly 50,000 different job titles 
now give way to a standard hourly wage scale. Wage increases 
totalling $17 million a year will end wage inequalities inside and 
between plants of the company, and workers will receive $32 mil- 
lion of back-pay. 

It may be a trifle early to rejoice. As yet there is no sign of 
any agreement on the basic question of wages. And though fall- 
ing prices, mainly of food, may lessen the pressure for significant 
wage increases, industry may well be prepared to demand a sub- 
stantial quid pro quo for any rises it grants. US Steel has under- 
taken a counter-offensive by insisting that the new contracts pro- 
vided for an open shop, that productivity be raised, and that the 
union bind itself to a no-strike, no-lock-out pledge, with agreed 
penalties for breaking the pledge on either side. There has been a 
perceptible shift in the relative strength of the two parties at the 
conference table. 


* * * 


Congress Settles In 


Despite a general lack of surface excitement the Republican 
majority in the new Congress has achieved its first victory on 
the floor of the Senate, with a 47-to-45 vote for continuing the 
work of the special War Investigating Committee that was for 
long headed by President Truman (as a Senator) and is now under 
the chairmanship of Senator Owen Brewster of Maine. 

Nominally, of course, the current Republican voting margin of 
51 to 45 should be more than sufficient to ensure supremacy in 
major contests. The vote on the Investigating Committee, how- 
ever, raised some particularly controversial issues. In the first 
place, many Republicans who greeted with jubilation the theory 
of “one more probe” were none the less unwilling to press 
investigations to a point which might embarrass the service chiefs 
and the State Department through an investigation of German 
occupation policies. Secondly, the Congressional Reorganisation 
Act was expressly designed to curb the growth of special com- 
mittees, and that policy is not opposed to general Republican 
theories on the need for economy. Thirdly, the Democrats, by 
pressing for an investigation through the relatively friendly hands 
of Senator Aiken (as chairman of the regular Committee on Ex- 
ecutive Expenditures) could then allege that Republican leader- 
ship was unwilling to entrust the work to its own established 
body. So far from expressing concern at their narrow victory, 
Republican leaders forecast that-on very few future occasions 
would there be so close a division, and that the majority party 
had safely overcome a situation which might have provided a 
revival of the two-party “ coalition” that so often plagued the 
Administration in the days of Democratic majorities. 

From this early test, the Democrats can draw modest con- 
solation. They have won a declaration from Senator Taft that 
the establishment of special committees will be frowned upon in 
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general by majority leaders, and they have secured-a guarantee. 


that future work of the War Committee will not cover the con- 
duct of US forces and of military governments overseas. But 
clearly, there will be no ban on special committees, and Demo- 
crats, surveying past “ probes,” and not forgetting Mr Pecora’s 
denunciations of Wall Street, realise that war expenditures on so 
vast a scale as those incurred between 1941 and 1945 can probably 
provide a great deal of campaign material for 1948. 

In other directions, the organisation of committees both in 
House and Senate is now complete, with the Taft-Vandenberg 
leadership supreme in the Senate, and with the House forces in 
the safely conservative hands of Mr Joseph Martin, the Speaker, 
and Mr Charles Halleck, the majority leader. For floor work, the 
necessity of presenting a complete legislative Budget by mid- 
February means that fiscal policies must command priority over 
labour legislation. 


* x * 


Presidential Timber 


In the absence of a Vice-President, as now, the Secretary of 
State stands next in succession to the Presidency, and so specula- 
tion about General Marshall’s political future was inevitable. The 
columnists could hardly be expected to overlook the possibility 
that General Marshall was being groomed for the Democratic 
nomination in 1948. These speculations have now been dispelled 
by the new Secretary of State with a thoroughness unusual in 
American politics and reminiscent of General Sherman’s famous, 
“If nominated, I will not run. If elected, I will not serve.” A 
convincing disclaimer was essential if the new Secretary of State 
is to succeed in the difficult months ahead. A man‘ suspected 
of political aspirations would risk forfeiting from the start the co- 
operation from a Republican Congress which is central to the peace- 
making. General Marshall has made his own contribution to a 
bi-partisan, or rather non-partisan, fqreign policy. 

There is, in fact, a surprising degree of unanimity that Mr 
Truman will take the field again in 1948—perhaps because the 
President’s prestige has rallied somewhat from its pre-Christmas 
low, partly because there is little enthusiasm elsewhere to under- 
take so long a shot. The case is very different with the Republi- 
cans. The prize is so glittering that they suffer from an embarrass- 
ment of riches. 

From Ohio comes the news that Senator Bricker has decided 
to relinquish any Presidential aspirations he may have in favour 
of the state’s favourite son, Senator Taft, now at the very peak 
of Congressional authority and power. The major challenge to 
Senator Taft resides in Governor Dewey of New York. Indeed, 
it is not impossible that in 1948 a Republican convention might 
find it impossible to decide between these two powerful con- 
tenders. In that event the nomination might go to a dark horse, 
someone like Governor Warren of California (though he is some- 
what out of favour because of his refusal to accept the Vice- 
Presidential nomination in 1944) or to Senator Vandenberg, who 
despite his protestations that he has no Presidential aspirations, 
might well allow himself to be drafted. 


* * *x 


Another Mission for Mr Hoover 


Mr Herbert Hoover has been asked by President Truman to 
undertake a fact-finding survey of food needs and related economic 
problems in the British and American zones of Germany and 
Austria. The facts can hardly be unknown to the Administration, 
and in Washington it is deduced that what is hoped from this 
mission is a report which will convince Congress that the $300 
million deficiency appropriation (the English translation would be 
Supplementary Estimate) for the occupied countries is justified. 

From this it has not been difficult for some commentators jo 
read into the appointment the first move toward a bi-partisanship 
in foreign economic affairs paralleling the existing co-operation 
~ in the political aspects of foreign policy. The need for such an 
extension of the bi-partisan technique is painfully evident. Early 
reactions toward the expansion of the reciprocal trade agreements 
programme are not promising. Foreign lending is attacked by even 
so internationally-minded a Republican as Mr Harold Stassen. In 
economic affairs there is a widening gulf between the Administra- 
tion and the triumphant Republicans. 

If it is indeed the hope of the Administration that Mr Hoover’s 
mission may help to bridge this gulf, the risk that Mr Hoover’s 
report may not be to its liking may be worth taking, though there 
are already some misgivings at the “free hand” which Mr Hoover 
has demanded to explore the general economic dislocations. But 
even if Mr Hoover returns convinced, can he exert an influence on 
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his party remotely. comparable to that of Senator Vandenberg in 
political affairs? Mr Hoover has never cecovered either with his 
own party or with the country the position which he lost in 1932. 


bd * x 


Credits for Industry 


Unless Congress is willing to give a broad renewal of powers 
by June 30th next, the Reconstruction Finance Corporation, 
which began its career under President Hoover in 1932, will the 
finish its corporate life. The part played by the Corporation 
through the depression years, and again during the war, when 
Federal finance of new plant and equipment gave it a new lease 
of activity; may be judged by the fact that, at the close of the 
war, loans and other authorisations totalled more than $39 billivn, 
while the outstanding balance at that time was still in excess of 
$10 billion. 

Under President Hoover, the RFC was first called upon i> 
buttress the banking structure, and advances to banks and trust 
companies, including those for reorganisation and liquidation of 
closed banks, amounted to more than $2 billion, with another 
$1.5 billion gcanted for purchases of preferred stock where capita! 
had been impaired. The original restrictions on the class of 
borrowers eligible for loans (banks, insurance companies and rail- 
roads) were later relaxed, and the RFC was given the power to 
extend credits over general manufacturing, trade and service in- 
dustries, so long as the credits would relieve unemploymen:, 
and so long as private finance was not in sight. Credit standards 
were also liberalised, until the business improvement of 1937 
brought Mr Roosevelt’s direction that further loans should not 
be made. Later, under the National Defence Act of 1940, 
disbursements totalled no less than $21.3 billion. 

The RFC has now petitioned a suspicious Congress for re- 
newal. As an agency which played a major part in the New 
Deal era, it was marked down for expiry by all Congressmen 
pledged “to get the Government out of business,” and it is more 
than possible that the Republicans will decide to liquidate the 
only existing Federal agency with powers to finance private indus- 
try. There is, however, as in so many other cases, a disposition 
to retreat on earlier pledges and to examine the position anew in 
the light of the depression which may develop some years ahead. 

No one believes that the RFC should retain its multi-unit war 
powers, and Mr. George Allen, who became the virtual adminis- 
trator, following his appointment as director last year, completed 
his short term of office with a recommendation for eventual 
liquidation. But there can be little doubt that, at some time in 
the future, the loan powers, administrative capacity, and experi- 
ence of the RFC will again prove to be useful assets. It would 
certainly be going a long way for even the Republican Party to 
say that never again will Federal funds be needed for the stimu- 
lation of private industry. 


Shorter Notes 


Business circles have welcomed, as an offset to President Tru- 
man’s warning of the increasing concentration of economic power, 
a Federal Reserve report indicating that small businesses which 
survived fared better than big companies during the war. The 
key phrase unquestionably is “ who survived.” ‘The report shows 
that small and middle-sized firms showed a “relatively larger 
increase in sales, profits, and assets” than the larger firms, but 
it does not attempt to calculate the number of small businesses 
which succumbed to industrial Darwinism. 


* 


The Edison Electric Institute, representing about three-quarters 
of the electric power industry, has revived charges that TVA 
rates are heavily subsidised and that real power costs are hidden 
by expenses charged to reafforestation, soil and mineral develop- 
ment, etc. The Institute estimates a loss on power charges of 
“almost $100 million since 1934” whereas the TVA Controller, 
Mr Arnold Sunstrom, declares that the Authority is now earning 
more than 4 per cent on the “net average investment in power 
facilities.” The Institute’s move is no doubt directed particularly 
against the TVA statement that charges to consumers are being 
made at the rate of 1.80 cents per kilowatt hour, against a national 
average above 3 cents. The industry believes that power rates 
generally, which have fallen for many years in contrast to other 
living costs, are now due for an upward revision. 
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THE WORLD OVERSEAS 





Problems of Italian Reconstruction 


Italian Economy in the Balance 
(By Our Special Correspondent recently in Italy) 


The. first two articles in this series appeared in the issues of 
THe Economist dated November 30th and December 21st. The 
Series was then interrupted to enable the two concluding articles 
on the Italian economy to take account of (i) the results of the 
Reconstruction Loan, (11) the Italian Government’s latest estimate 


of its foreign trade balance in 1947, and (iti) the outcome of Signor 


de Gasperi’s visit to Washington. 


HE root of Italy’s economic difficulties lies in the problem 

of scarcity. After seven years of war expenditure, of fighting 
and destruction and of prolonged and costly liberation, the Italian 
economy has not recovered its pre-war productive level, quite apart 
from the extra output necessary to make good the waste and 
damage of war. By the end of 1946 agricultural productivity was 
improving, but remained at a level well below the pre-war average. 
Industrial activity climbed steadily during 1946 and reached an 
average of about 65 per cent of 1938 by October. But in general 
terms it is estimated that Italy’s national income has diminished 
by 40 per cent and this missing 40 per cent, coupled with war 
devastation, has for the time being placed the Italian economy 
under considerable strain. : 

The scarcity of goods would in any case have had an inflationary 
effect. But between 1943 and 1945 Italy’s two governments— 
Badoglio’s in -Rome and Mussolini’s in the north—had recourse to 
the printing press and between 1942 and March, 1945, a very great 
expansion of the currency took place. In 1942 the total circula- 
tion stood at 79,165 million lire. Then came the period when the 
two régimes maintained themselves by issuing fresh money and, 
in addition, Allied amlire were brought into use. By 1944 the 
total circulation had jumped to 319,397 million lire (plus 63,841 
million amlire). But since March, 1945, the printing of extra 
money has been checked and since 1945 the circulation has only 
risen from 389,809 million lire to 417,711 million (the August, 
1945, figure, excluding 92,885 million amlire). Nevertheless, in- 
flationary pressure is constant and has tended to increase this 
winter. i 

This disproportion between an inflated circulation and a general 
scarcity of goods has reduced the pre-war value of the lira about 
30 times. This fall is reflected in the price level. The cost of living 
in October, 1946, was about 29 times higher than in 1938. It is 
difficult to speak of a general level of prices, for one of the marked 
features of Italy’s economic disorganisation is the existence of a 
great variety of price levels reflecting all manner of special con- 
ditions and varying very much from region to region. But it is 
probably true to say that wholesale prices have increased by over 
30 times. And since in the last six weeks the government has 
taken measures to suppress the “ black market ” in Rome and other 
cities and many goods have become even more unobtainable, there 
is reason to suppose that the present level of prices may now be 
higher still. 

It is misleading to speak of a black market. Only in rationed 
goods—flour, pasta, oil, fat—is the market black. For the rest it 
is simply a “free” and exceedingly expensive market. The ration 
is small—the basis is 250 grammes of bread a day and (since 
December) only one kilogramme of macaroni a month with a tiny 
addition of oil and fat. There are frequent local famines and 
when recently in Naples the macaroni deliveries broke down the 
result was unrest and a hurriedly called general strike. The unrest 
is, however, understandable, for if the customer cannot buy his 
Gaily bread ration (just under half a pound) at the controlled price 
pf 6.50 lire he may have to buy flour in the black market at about 
30 lire the kilo (the price in Rome in early December). Olive oil 

650 lire a litre and sugar at 700 a kilo would probably be beyond 

means. 

It has proved impossible to keep much proportion between 
bus of pay and the vastly increased cost of living. On an 
Verage wages have risen about 18 times, salaries only seven. The 


“salariat”—the clerks, the government officials, university lec- 
turers, small professional people—are the most hardly hit, for they 
cannot easily supplement totally inadequate earnings. Some work- 
men can hire out their skills, especially when they are working 
only part-time in the factories. The landowners and the peasants, 
on the whole, live well. The industrialists can maintain their 
position. The new “commercial ” classes (in other words, the 
free marketeers) live as they have never lived before. At the other 
end of the scale, over two million unemployed, unabsorbed 
returned prisoners of war, disabled men, widows with young 
children, live in great misery. Unrra, for instance, puts the figure 
of those below subsistence level at above six million. 

_The implications of such a situation are obvious. The lira is 
under constant inflationary pressure. The disproportion between 
earnings and prices has an unstabilising effect economically and 
politically, and the need to raise earnings only threatens to increase 
costs and establish the familiar vicious spiral. The degree of 
devastation in the country and the substratum of profound misery 
compel the Government to spend large sums on reconstruction 
and relief. But this governmental expenditure only increases the 
risk of inflation. The Government is, moreover, divided within 
itself on the question of doing less or doing more to remedy a 
grave economic situation. . The left-wing parties urge more control 
and more government direction in order to remedy the glaring in- 
justices of the present position. The men of the Right argue that 
more control will simply put a further brake on the initiative 
needed to get industry to work. Between the two the Govern- 
ment’s approach has tended to be hesitant. It has raken a variety 
of measures and discussed as many more, but the fact of coalition 
at the political level is reflected in compromise in economic affairs. 


* 


One urgent aspect of the inflationary problem is presented 
by the coming budget. When the figures were first forecast in the 
summer of 1946 it was thought that Government expenditure 
would amount to 341 milliard lire, revenue to 148 milliard, and 
the gap to be closed to 193 milliard. : During the -utumn, however, 
it became clear that the Government’s expenditure, particularly in. 
the sphere of relief work, would have to be much heavier. Early 
in the autumn the then Minister of the Treasury, Signor Bertone, 
estimated that expenditure was more likely to be in the neigh- 
bourhood of 700 milliard. Revenue, especially from taxation, 
was, however, showing some improvement and might bring in 
about 280 milliard. The gap would thus rise to about 400 milliard. 
It is probable that when the final estimates are made the gap may 
be even larger. The Government’s immediate problem is to find 
some way of bridging it. Not much can be hoped for from extra 
taxation. It is true that taxation has increased much less in pro- 
portion to other factors (it is only about five times as heavy as in 
1938), but the complication of the Italian tax system, in which 
there are at least 14 direct and 30 indirect types of tax, the diffi- 
culty of tracking and assessing the new wealth and, above all, the 
traditional Italian habit of avoiding taxation, make it unlikely that 
taxes will make the contribution they should to bridging the 
inflationary gap. The last Government did, therefore, discuss 
and agree in general terms to a programme whose four parts were 
held to be interdependent. It was decided to introduce a capital 
levy, to convert the lira possibly into a new depreciated currency, 
to peg wages and salaries for six months and to issue a reconstruc- 
tion loan. The success or failure of the loan would be the Key to 
the scale of the levy and the value of the ncw currency. 

Of this programme, two parts have been carried through. Since 
October last, wages have been officially stable. The loan issued 
in November remained open to the public until January 4th, and a 
week later it was announced that 231 milliard lire had been invested. 
One hundred milliard of this was promised before ihe loan 





200 


opened to the public by the banks and credit houses, and their 
contribution appears in the event to have been in the neighbour- 
hood of 119 milliard lire. Thus 112 milliard represents genuine 
cash saving. This figure, which is equivalent to just over IO per 
cent of the present bank notes in circulation (450 milliard lire) and 
bank deposits (650 milliard lire), is probably as high as could be ex- 
pected. The loan remained open only six weeks. It paid only 3.5 
per cent interest. Prices have increased in the last year more than 
the amount of money available, and people have not the reserves 
of spare cash they disposed of during the first inflationary period. 
Previous loans (including the Nitti loan after the last war) gave 
much the same result. Nevertheless, the sum achieved is not 
sufficient to bridge the gap in state expenditure, and the Govern- 
ment must now decide whether to continue with the capital levy 
and the conversion of the currency. 


On these two points, both the last Cabinet and its advisers were 
divided. The Left, led by the Communist Finance Minister, 
Signor Scoccinarro, were in favour of a very stiff levy on a sliding 
scale amounting to confiscation of the higher incomes. The 
Right wing of the Christian Democrats and the very Conservative 
Signor Corbino, who preceded Signor Bertone at the Treasury, 
opposed it. The result was that the country got the worst of both 
worlds. The levy and the conversion were discussed sufficiently 
to frighten people and undermine their confidence in the lire. 
But no steps were taken to mop up the excessive purchasing 
power pressing on the price level. 


The fate of the levy and the conversion scheme in 1947 will 
depend upon the political complexion of the new Italian Govern- 
ment, but it is at least possible that neither scheme will be carried 
through. The Government will, however, be left with the problem 
of providing work and relief at great cost to the poorest classes in 
such a way that the inflationary situation is not aggravated. But 
without any effective measures for drawing away the new milliards 
pumped into public works, some further rise in prices seems in- 
evitable, and with it an even greater pressure on the most poorly 
paid members of the community. 


It is a truism to say that the only way out of the Government’s 
dilemma is a great increase in production. It is the missing 40 per 
cent of the national income that has created the present largely 
uncontrollable situation. A strong politically united Government 
with an effective civil service, or alternatively a revolutionary 
dictatorship. could no doubt so divide Italy’s straitened resources 
that they were more evenly distributed. But the Italian Govern- 
ment is neither. Moreover, one vital factor in the economic 
picture is to some extent outside its control. The condition of 
Italian economic recovery is the import of raw materials. The 
reason why Italian industry is running at about 65 per cent of its 
pre-war average is simply because it is receiving rather under 
60 per cent of its pre-war imports of coal. Thus the position of 
Italy’s foreign trade is a vital factor in determining the degree 
of economic stability that can be achieved, and to a large extent 
the Government’s efforts to avoid inflation and prevent destitu- 
tion turn on its ability to balance not so much its internal accounts 
as its external trade. 


Finland’s Ordeal 


[BY A CORRESPONDENT] 


Tue long-awaited peace treaty is not likely to make life any easier 
for the Finns. It will bring no alleviation of the armistice terms 
under which they have been existing with such difficulty for the 
last twenty-eight months. The territorial clauses are unchanged : 
Russia retains Petsamo, the Porkkala area and the province of 
Karelia, which includes Viipuri, Finland’s second city, part of 
the Saima Canal, her main industrial artery, and land which pro- 
duced 12 per cent of her cereals and meat and 10 per cent of her 
industrial output. The military clauses are made more severe: 
Finland must surrender all armaments in excess of those needed 
by a standing army of 34,000 men. The reparation bill is not 
reduced: it remains at 300 million dollars’ worth of goods to be 
delivered by September, 1952. 


This reparation burden, which Finland has been shouldering 
since the armistice of September, 1944, is a great deal heavier 
than may appear at first glance. The Russians insist that repara- 
tions-goods be valued at the price level of 1938 (with additions 
of 10 per cent or 15 per cent in some cases), which means that 
the cost to Finland is greatly in e%cess of $300,000,000. The 
nature of the goods required and the dates for their delivery 
are specified in the closest detail. Only one third of them are 
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forestry products, although these formed 80 per cent of Finland’s 
pre-war exports. The rest is to be paid in ships, cables and 
machinery, which before the war made-up only four per cent of 
Finland’s exports. Nearly one third of the bill is to be paid in 
machinery, which Finland has never manufactured before and 
for which she must‘ import the raw material. To pay for these 
imports Finland has little surplus available for export: she must 
have credits from the West. Meanwhile, if the Western Powers 
fall behind schedule in their deliveries to Finland, the Finns 
must be late in their deliveries to Russia. Finland is not allowed 
to make up for a deficit in deliveries of machinery by sending a 
surplus of wood-products ; each category of reparation-goods 
must be sent in full, and delay involves a fine of 60 per cent per 
annum. Apparently Finland is now late in deliveries of machinery 
and ships to the value of $4,000,000 ; for this she incurs a fine 
of $200,000 a month. 


Thus saddled with reparations, the Finns have been able to do 
little for their own economic rehabilitation during these last 
years. They have been shockingly short of food, especially of 
meat, sugar and fats, and the position is getting no better ; indeed, 
this month when the bread ration is to be reduced, it will get 
worse. Transport, deprived of coal, coke and petrol, and with 
no renewal and little repair of rolling stock, is in a critical posi- 
tion. The housing shortage is appalling: the Finns are now short 
of 140,000 dwellings. Finland exported nearly 60,000 tons of 
prefabricated houses in the last quarter of 1946, but so ‘ittle can 
be spared for domestic building at nome that a maximum allow- 
ance of one room per person is imposed in the Finnish towns. 


The Finns are united in the effort to pay reparations, and all 
are agreed that good relations must be maintained with Russia. 
Except for the Communists, they are as suspicious and distrustful 
of Moscow as ever they were ; all they have learned is that they 
cannot afford to pursue a policy of isolation from Russia. The 
Finnish Communists are not in a strong position: they know that 
they cannot do without Russia, and that Russia has so far been 
able to do without them. They have made themselves useful to 
Moscow in small ways—a demonstration here, a procession there, 
a press agitation on this point, a trade union concession on that— 
but Russia has had her way with Finland without their help. 


Russian Adroitness 


In her policy towards Finland, the only really democratic 
country which she has ever defeated, Russia has behaved with 
remarkable subtlety. There has been no military occupation, no 
NKVD penetration, no planting of ex-Comintern agents in key 
positions, no deluge of propaganda. The Finnish press has been 
left free, provided that it does not criticise the Soviets. The 
Finnish general election of March, 1945, was the freest as well as 
the first to be held in any defeated country. The Finnish Govern- 
ment, though prodded behind the scenes by the Control Commis- 
sion and by the Soviet Foreign Ministry, has ostensibly been left 
alone to carry out the armistice terms. 


The result is a strange mixture of freedom and fear in the 
country. It is still democratic, Scandinavian in character and out- 
look, and western in all its aspirations. Culturally and politically 
the Finns speak the same language as the Swedes and the English. 
All their reforms of the post-war years—in education, in land 
settlement, in labour conditions—have been on western rather than 
on eastern lines. They know that they are at the mercy of Russia, 
and that the quality of Russian mercy is strained ; but while there 
is life there is hope. The Finns’ hope is based on the fact that 


their peace treaty must be signed and guaranteed by Great Britain 
as well as by Russia. 


Just recently there have been signs that the Russians may use a 
lighter hand in Finland. They have released the Malm airfield 
for Finnish use, on condition that the Finns do not arrange any 
air service to foreign countries. They have agreed “ in principle ” 
to Finnish requests to use the Saima Canal for timber ‘transport and 
to reopen the direct Helsinki-Abo railway, which runs through 
the Russian area of Porkkala. But at any moment these conces- 
sions may be withdrawn and new conditions imposed. The 
Control Commission is to remain in Finland for eighteen months 
after the ratification of the treaty. 


Whether Finland can survive as a free democracy in the post- 
war world seems to depend on Russo-British relations, on the 
readiness of western Governments and banking houses to grant 
credits and loans, and on the continued steadiness of the Finns 
themselves. On this last point there need be least doubt; the 
privations the Finns have endured and the efforts they have made 
during these last few years have proved their capacity. 
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French Manpower Problems 


_[BY A CORRESPONDENT] 


Tue British Government’s White Paper on manpower and pro- 
duction should be of considerable interest to the French, who are 
faced at present with the parallel problem. of an “almost universal 
shortage of manpower.” Indeed manpower shortage, which seems 
to be the price of an economy of full employment, is even more 
critical in France than in Britain. 

It is therefore a matter of life or death for France both to tap 
new sources of labour and to raise the output of the individual 
worker to offset the shortage of workers. This was recognised 
in the Monnet Plan. It aims at raising 1,200,000 workers by 1950. 
Of this total 480,000 must be found by the end of 1947, 220,000 
between 1948 and 1950 and a further 500,000 workers, mainly 
unskilled, will be needed to replace the prisoners of war, when 
they have been withdrawn. The problem is most acute in the 
mining industry, which now employs 55,000 Germans. 

The chief source from which this additional labour is to be 
drawn consists of organised immigration of Algerian and foreign 
workers, but the extended employment of women, the reduction 
in the strength of the Army, and a switch from non-productive 
to directly productive work are also planned. There is obviously 
scope for a considerable reduction in the large army of fonction- 
naires, and those engaged in distribution and: non-essential services. 

Of the sources of immigration, the main reliance is placed upon 
Italians, and it is eventually hoped to place about 200,000 in 
industry and agriculture. The unions’ chief concern has been 
lest unskilled Italian labour should undercut French labour at a 
time when they are desperately trying to maintain and raise their 
own standards. Therefore the acceptance of immigrants will be 
conditional upon their health, political views and degree of skill. 

The difficulties that have arisen in Britain in connection with 
the employment of foreign labour are not likely to be repeated in 
France, where there is a long tradition of industrial immigration. 
The Ministry of Labour’s Revue du Travail recently. showed that 
about 14 million foreigners worked in France in 1945, the great 
majority being Italians, Poles, Belgians and Spaniards. 

Unlike Britain, the French labour force was not augmented to 
any extent by female labour during the war. The numbers of 
women employed increased from 1,875,000 in 1936 to 1,886,000 
in 1946, and during the same period the proportion of women to 
the total labour force increased by only 2 per cent, from 30 per 
cent to 32 per cent. The Government’s intention is to encourage 
women to enter industry and to transfer them from the less 
essential occupations to manufacturing industry. Improved family 
allowances, the extension of welfare facilities and the provision of 
créches and nurseries aim at achieving this. A decree in July, 
1946, established the principle of equal pay for equal: work ; before 
that date a difference in remuneration of 10 per cent was allowed, 
though in April, 1946, the average female wage was lower by about 
15 per cent than that of men. 

Even if the French Government is successful in its attempts 
to bring in foreign labour and to recruit more women to. produc- 
tive industry, the problem still remains of raising the level of skill, 
for at present only about one-quarter of the labour force consists 
of skilled workers. Training schemes, on the lines of the British 
Government Training Centres, are being extended. They apply 
not Only to women, but also to young and unskilled workers, and 
to men who have been physically or mentally disabled by the war 
or by industrial accidents. In November, 1945, there were 43 
such centres ; by October, 1946, the number had been trebled ; 
the target for the end of the year was 250 and the ultimate target 
750, with the object of obtaining 300,000 skilled workers. 


The Role of the Unions 


The French trade unions, like the British, are co-operating 
fully in all the schemes for increasing production. Much 
emphasis is placed on the Comités d’entreprise, of which there 
are now about 5,000 and which have very much stronger legal 
backing and wider powers than the British Joint Production Com- 
mittees. They have, for example, powers to inspect the books 
of their firm. Their effectiveness varies considerably. In the 
nationalised firms and industries the Comité d’entreprise is a very 
live force. In some firms, it is still largely window-dressing. 

Like the British TUC, the French Confédération Générale du 
Travail officially condemns strike action. In fact, there has been 
temarkably little labour trouble in France since the liberation, 
and most of the strikes that have taken place have been short-lived 
and more in the nature of political than industrial demonstrations. 
In the first half of 1946 the average number of working days lost 
was only 50,000 a month. The freedom from serious strikes is 
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mainly attributable to the influence in the CGT of the Com- 
munists, who are all out for production. A Communist speaker, 
urging the postal workers to return to work in the recent dispute, 
told his audience, “ The strike is the weapon of the trusts.” The 
trusts have succeeded the “two hundred families” as the chief 
bogy of the French workers. 

Unlike the TUC, the French trade unions are accepting the 
necessity for increasing working hours over and above the legally- 
established 40-hour week. The principle of the 48-hour week 
laid down in the Monnet plan has been accepted, although the 
unions hold that the excess should be regarded as overtime. 
Working hours have been increasing, and last year the length of the 
working week averaged 43 hours. 

Collective bargaining was suspended in 1939 and replaced by 
the State fixing of wages and salaries. Now the wheel has come 
full circle, and collective bargaining was restored on January Is*. 
Under the wartime system, the state fixed minimum and 
maximum time rates for each industry, graded according to the 
skill or qualifications of the worker and also the region he lived in. 

The return to free wage negotiation, strongly advocated by the 
trade unions, was opposed by the employers, who argued that so 
long as prices continued to be rigorously controlled, wage control 
should remain. The position is now somewhat uneven, as about 
40 per cent ‘of the working population will continue to have their 
wages fixed directly by the State because their industries have 
been nationalised. 

It is too early yet to judge the effects of the change in wage- 
fixing methods on the French economy, or whether the fears that 
it will lead to inflation will prove justified. Hitherto, the wage 
increases that have been secured have been more than absorbed 
by prices, and it is likely that the trade unions, freed from the 
checks of state wage fixing, may seek to remedy this state of affairs. 
The CGT’s main emphasis at the moment, however, is on a 
minimum subsistence level and on measures to secure stabilised 
prices at a lower level. It is also too early to see whether the pro- 
jected modernisation of French. industry will have favourable 
effects on productivity, so that higher wages can be related to 
higher output. But it certainly seems that in the present crisis 
stage of French production there is some illogicality in the unions’ 
demand for a planned economy in which wages alone are un- 
planned. 


Records and Statistics 


In addition to the short “ Statistical Summary ” which 
appears weekly in The Economist, a full service of 
Statistical and factual information appears weekly in 


Records and Statistics 
Supplement to The Economist 


Records and Statistics is a separate, self-contained 
weekly publication of from 16 to 24 pages. It includes 
not only many statistical tables but also factual records 
of public affairs, including Parliamentary activities and 
digests of state papers, and industrial and commercial 
ceports from home and overseas. It is believed to be 
the most comprehensive statistical and factual report 
appearing weekly anywhere in the world. 

The Records and Statistics Supplement to The 
Economist is available by postal subscription only. The 
subscription, which may be sent direct to this office or 
through a newsagent is 30s. per annum. For those who 
ace already direct postal subscribers to The Economist, 
the economy of posting both publications together makes 
it possible to quote a combined subscription of £4. 
Subscribers to The Economist who wish to receive 
Records and Statistics should notify this office as soon 
as possible, but are asked not to send any money until 
an account is rendered. It is regretted that it is no 
longer possible to supply back numbers of Records 
and Statistics oc to date subscriptions back. 

Paper shortage also makes it impossible to supply 
sample copies. For a limited time, however, subscribers 
to Records and Statistics will be allowed, if they wish, 
to cancel any unexpired portion of a subscription. 
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The Debt to India 


CTING on the courageous and tactically sound principle 
that difficulties should be tackled in descending order 

of magnitude, the British Government has decided to begin 
the series of sterling area debt negotiations with India, th 
largest of Britain’s sterling creditors and, politically, the 
prickliest of them all. There are some obvious disadvantages 
in asking Sir Wilfrid Eady and Mr Cobbold, who head the 
delegation, to discuss this explosive problem with the un- 
easy coalition that constitutes the present Indian Government. 
Both Hindu and Moslem members will inevitably tend to adopt 
an intransigent attitude towards the debtor, endeavouring 
thereby to prove the single-mindedness with which they are 
serving India’s interests. It would have been preferable if the 
political situation in India could have been allowed to settle 
down somewhat before this problem came up for discussion. 
The need for haste arises on two counts. In the first place, 
Britain is committed by the Anglo-American financial agrec- 
ment “to secure the early completion” of arrangements with 
sterling area countries for the gradual release of their accumu- 
lated sterling balances. Although the agreement sets no tim: 
limit for reaching this objective—indeed, no. such definitive 
commitment could have been shouldered by Britain without 
reference to the third parties concerned—there is a hint of the 
intended timing in the undertaking by the British Government 
that any. sterling--balances -released—“‘-will, not later. than . one. 
year after the effective date of this agreement, unless in special 
cases a later date is agreed upon after consultation, be freely 
available for current transactions in any currency area without 


discrimination.” This seems to imply a promise that the settle- 
ment of these sterling area debts will be attempted within 
twelve months of the ratification of the American loan, i.e., by 
July 15th next. It is, therefore, high time to make a beginning 
with this task, however inclement the prevailing atmosphere 
may be. 

There is a second, and perhaps more pressing, reason for 
making haste. It is that India has in recent months started 
to draw on her sterling assets at a faster rate than the British 
balance of international payments can conveniently stand, 
taking into consideration the total external liabilities—of which 
the debt to India is only a part, albeit a substantial one. 
Between May and December, that is in about eight months, 
the sterling holdings of the Reserve Bank of India (and they 
constitute the great bulk. of the debt) have fallen from their 
peak of about £1,300 million to about £1,200 million. If all 
holders of the £3,500 million of accumulated sterling were to 
draw on their balances at this rate, the resultant drain ‘on the 
United Kingdom balance of payments would run at the rate 
of about £450 million a year—a burden wildly beyond the 
capacity of this country. 

Shortages of materials and shipping during the war and in 
the immediate post-war period placed severe physical limitations 
on the use of accumulated sterling balances. These restrictions 
are gradually lifting. India and other countries with inflated 
price structures are ready to pay high prices for imports, while 
the British authorities are apparently unwilling to introduce any 
deliberate direction of exports. It is, therefore, inevitable that a 
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large part—probably far too large a part—of British exports 
should be going to these countries, not in exchange for current 
imports, but in repayment of old debts. The drafts on Indian 
sterling balances may also reflect net dollar expenditure by 
India (the dollars being withdrawn from the sterling area dollar 
pool against payment in sterling) and the transfer of private 
Indian capital to Britain. Each of these further possible sources 
of withdrawal emphasises the need for an early agreement on 
the Indian sterling balances, determining the limits within which 
they are to be made immediately available and over what period 
of years the balance is to be liberated. To allow Indian balances 
to be drawn upon at their recent rate is tantamount to giving 
them preferential treatment, at the expense of Britain’s other 
sterling creditors. 

A point which may well arise is the question of writing off 
This question arises both on grounds of 
equity and because the Anglo-American Financial Agreement 
contemplates it. The latter commitment is not such an 
intrusion of the United’ States into affairs which do not con- 
cern them as may at first sight appear. The problem under 
consideration in the Anglo-American financial negotiations 
was the whole external financial position of the United King- 
dom. The Americans were naturally interested in the agree- 
ments that would be made with the other creditors of Britain. 
The weight that would fall on the British balance of 
payments as a result of future arrangements with Britain’s 
sterling creditors had a very obvious bearing on the security 
behind the new dollars which the United States was being 
asked to lend. Moreover, the Americans were justified in 
suggesting that there be. some scaling down of these sterling 
debts which, they argued, were to a large extent a counterpart of 
American lend-lease aid which was being written off in whole. 

The British undertaking under Section 10 of the American 
loan agreement to make agreements “ for some adjustment of 
the balances as a contribution to the settlement of war and 
post-war indebtedness ” should not veil the fact that even with- 
cut such a commitment, the strict demands of equity would 
require some such proposal. This is not the occasion on which 
to analyse in detail the factors in the growth of India’s sterling 
balances. But it can be claimed that the bulk of that debt 
was accumulated through British military expenditure 
incurred in a war which, among other things, saved India from 
Japanese invasion. It can also be argued that the goods and 
services which India sold to Britain were. charged at inflated 
prices of which no reflect‘on was allowed to occur in the rupee- 
sterling exchange rate. To that extent the real debt, expressed 
in terms of its sterling purchasing power, is greater than the 
volume of goods and services that went to its creation. The 
Ind ans have countered this argument by pointing out that 
the inflation in India was essentially of British manufacture 
and that their own people paid the price for it. But this is 
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not the. whole answer. Some.of the inflationary losses un- 
doubtedly fell on Indian people ; but the whole of the ini«- 
tionary profit was made by Indians. It was they who sold 
their goods and their services at inflated prices. It would be 
the height of injustice if this sterling debt, inflated by high 
rupee prices and by an artificial rate of exchange, were to be 
repaid over the years ahead by a stream of British exports 
invoiced at ‘relatively uninflated sterling prices. 

The consideration of the terms of trade involved in the 
creation and repayment of the debt is, however, a long-term 
and global problem. It may determine at what total the funded 
part Of the debt will be fixed and over what period of years 
it will be released. Of more pressing and more important 
concern is the amount of the debt that will be made immediately 
available for expenditure on current transactions in any part 
of the world. What matters is the rate of the annual releases 
and the consequent burden on the British balance of payments, 
especially in the very difficult years that lie immediately ahead. 


* 


The scale of releases must obviously be related to what the 
debtor can afford, bearing in mind the global external liabilities 
that confront him. But the arrangements to be made with 
India must also be related to the reasonable powers of absorp- 
tion of that country. The repayment of a debt of over £1,000 
million is an operation that must be conceived in other than 
financial terms. Within the limits of the Anglo-American 
Financial Agreement, it could be dovetailed into a programme for 
the industrialisation of India—a programme of which tentative 
blue prints are already available in the “ Bombay Plan.” Any 
realistic and practical study of such a programme should define 
the limits of additional capital goods imports that India will be 
able to handle over the next few years. These real limitations on 
the capacity of India to absorb debt repayments would, how- 
ever, be lifted if India harboured any intention of using sterling 
liberated under the agreement to convert it into dollars or gold. 
Any agreement on releases must be operated with good will and 
sincere intention to make it work. There will be sceptics who 
will retain serious doubts whether, under present circum- 
stances, such good will can be expected from the Indian side. 
The negotiations will admittedly take place in an atmosphere 
“ dripping with politics”; but it should not be difficult to 
convince the Indian negotiators that a real and compelling 
mutuality of interests is involved. The best interests of India 
will be served if no undue strain is placed on the solvency of 
the debtor. The sterling balances are a basis on which the 
Indian industrialisation programme can be financed. The best 
chances for the successful implementation of that plan lie in 
helping to maintain the solvency of Britain and the stability 
of sterling. 
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The British delegation’s task in India has been described 
as “mainly exploratory.” It is perhaps too early to undertake 
_ a definitive settlement of the debt. A short-term, interim agree- 
ment, comparable with that recently negotiated in Argentina 
and based on the same principle of the maintenance of minimum 
balances is probably the best that can be expected of the present 
discussions. It should be added that if these discussions are 
wholly abortive the sole alternative for Britain would probably 
have to be some form of blocking. Such a decision, though 


Government 


HE Industrial Organisation Bill, which has been presented 

to Parliament this week, turns out on examination to be a 
milder measure than had been freely forecast. It is, first and 
foremost, an enabling Bill, and not an executive Bill. Secondly, 
it is inspired primarily by the need to increase the efficiency 
and productivity of industry and to enable it to render more 
economical service to the community. Its critics will, no doubt, 
insist that each of its seventeen clauses resounds with the over- 
tones of Socialist economic policy. But they will not be able 
to assert—as they feared—that it is an instrument for super- 
streamlined nationalisation of industry by Ministerial Order. 

The Bill’s main purpose is to enable any one of eight 
Departments (the Board of Trade, Agriculture and Fisheries, 
Supply, Food, Works, the Admiralty, Fuel and Power, and the 
Scottish Office) to establish bodies known as Development 
Councils, after consulting with “ any organisation appearing . . . 
to be representative of substantial numbers of persons carrying 
on business in the industry and such organisations representa- 
tive of workers in the industry as appear to the Board or 
Minister concerned to be appropriate.” “Any industry” may 
be endowed with such a Development Council after consultation, 
provided that the necessary Order is approved by an affirmative 
resolution of each House of Parliament. Each Development 
Council will include members representing the industry, others 
representing “the interests of workers ” and thirdly, indepen- 
dent members—one of the latter being chairman. Their num- 
bers will be specified in the Order ; in other words the Bill itself 
does not stipulate that they must reproduce the exact counter- 
balance of employer and union members which has been a 
feature of the Working Parties. 

Although the new Development Councils are in line of 
descent from the Working Parties, they are not necessarily to 
be confined to those industries which have already had the 
benefit of working party investigation. They perpetuate, in 
a sense, the working party principle of tripartite investigation, 
but at the same time they are limited in two ways—first, as 
to time, and secondly, as to scope. On the first point the Bill 
provides that within three years of the appointment of a 
Development Council, and thereafter at five-yearly intervals, its 
work and functions are to be reviewed by the Minister con- 
cerned in consultation with the Council, and arrangements for 
the termination of a Development Council may be made with 
the affirmative consent of each House of Parliament. The 
second limitation upon the Development Councils is that their 
functions are much less universal than those of the Working 
Parties. The first Schedule to the Bill, setting out the functions 
which may be assigned to Development Councils, includes a 
Jarge number of what might almost be called the automatic 
tecommendations of almost every working party. They include 
such entirely praiseworthy objectives as collective scientific 
research; enquiries about materials and capacity; methods 
of production and new technical equipment—even including the 
equipment and operation of model factories. Improvement in 
design and training appear high in the list, but there is a 
somewhat more equivocal function of promoting “ production 
and marketing of standard products.” Labour questions include 
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fraught with serious consequences for all concerned, would in 
the circumstances be an unavoidable measure of self-defence 
and of protection for Britain’s other creditors. The debts to 
India, Egypt, Palestine and Iraq (as the table and chart show) 


‘ are the crux of the sterling balances problem. Two, at least, 


of the other capitals concerned, Cairo and Bagdad, will be 
visited by the British delegates on their return from India. 
Reasonable success in New Delhi would give negotiations with 
the other creditors an excellent send off. 


and Industry 


the improvement of working conditions and prevention of 
industrial diseases, and on the selling side the Councils’ may 
concern themselves with the development of exports and with 
publicity in the home market. All these recommendations 
have appeared in one Working Party Report or another, and 
some of them appear in all the Reports. The improvement of 
accounting and costing information, including the development 
of standard costings and the calculation of statistics are equally 
useful functions which Development Councils may be assigned. 
Development Councils will not automatically pursue all of 
these functions, but only those placed upon them by the Minister 
in the Development Council Order, and any extension of them 
will require an Amendment Order. 

Thus, the first task of a Minister is to decide that a given 
industry would benefit from the introduction of a Development 
Council. He must then allot precise functions to the Council. 
Most of these functions are in the direction of promoting action 
which is clearly advantageous in principle, though some, like 
standardising of products and arrangements for co-ordinating 
preduction and marketing may not fall quite so clearly within 
that category. But the general tenor. of the first Schedule of 
the Bill is at any rate not restrictionist; it does not pursue some 
of the narrow aspects of cartelism and economic nationalism 
which have occasionally appeared in certain Working Party 
Reports. The Development Councils will have no power to 
promote the division of markets or to develop schemes for 
fixing of prices. They may undertake enquiries about methods 
of production and new equipment, but they have no functions 
in the field of industrial finance. Their enquiries are to be 
made only with the consent of the Minister, and the information 
which they obtain will be published in the form of a summary 
and disclosed in detail only to the independent members of the 
Council or to Government servants. 

There is, of course, a real danger that much of the work 
of the Development Councils in obtaining information about 
their industries may duplicate the statistical enquiries of the 
Board of Trade in connection with the censuses of production 
and distribution. A Development Council may call for such 
information as it thinks it requires for the exercise of its 
functions, including particulars of productive capacity, capital 
assets, staff, output, orders, sales, deliveries, stocks and costs. 
These are, of course, the ingredients of the future annual census 
of production, and the most specific assurance will be required 
in the Second Reading Debate that the fact-gathering apparatus 
of the Development Councils will not seriously overlap with 
that of the Board of Trade in its census of production question- 
naires. 

Development Councils will be financed by means of levies 
(limited either in total amount or by specified maximum rates) 
out of which they will be able to meet their costs and admini- 
strative expenses. A Development Council which undertook 
all the nineteen functions laid down in the First Schedule—and 
these may be increased if necessary—could become a research 
organisation of a very formidable character, with an annual 
budget of many hundreds of thousands of pounds. It must 
also be recognised that some Development Councils will either 
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have to accommodate their work to that: of research organisa- 
tions: already established in. particular. industries, or will 
duplicate some work which is now: being done. -Admirable 
though the aims of the Development Councils may be, it must 
be admitted that they will make further inroads on scarce 
administrative and technical’ manpower and will involve a 
further increase in the overhead costs of British industry. It may 
be that, in certain cases, the Development Council will be the 
best employer of technical research staff, if only because the 
products of their research can be disseminated among all 
members of an industry instead of being confined to the larger 


and more prosperous concerns which are in a position to: 


undertake independent research. But equal emphasis ought at 
least to be laid on the comparatively simple things which are 


_ already known and could, with energy and the necessary capital, 


be introduced here and now in British industry. Fundamental 
research is admirable as a long-term commitment and British 
industry has suffered from its lack in the past. But many 
British. industries, particularly those which have had the advan- 
tage of investigation.by Working. Parties, have been shown. to 
suffer, not so much from lack of technical knowledge, but from 
lack of well-designed factory layouts, modern buildings, and 
such equipment as simple conveyors—in other words from 
lack of the elementary framework for increasing efficiency, and 
for improving the morale of workers and their output. 

Clause 11 of the Bill enables the Board of Trade, with the 
approval of the Treasury, to make grants from public funds 
to the Council of Industrial Design, or to any other non-profit- 
making body whose objects include the improvement of design 
in industry. It is estimated that some £234,000 will be 
required by the Council in 1947-8 and that grants to other 
bodies during that period may amount to £50,000. No estimate 
for expenditure for the encouragement of improved design in 
subsequent years is offered in the Bill, though it is expected 
that expenditure in this comparatively new field may well 
increase. Here again, the intention of the Bill is exemplary 
and the recent “Britain Can Make It” exhibition showed, 


207 


within limits, what could be done by the successful combination 
of industrial design with good industrial technique... But design .. 


. is ‘a :question which largely concerns—though it does not : 


exclusively concern—the consumers’ goods industries.. There 
is every reason why, say, a machine tool should be well designed - 
in the. sense that it observes the principle of fitness for purpose. 
But the design of the great bulk of capital goods output is 
limited by technical characteristics; .it is pressure per square 
inch or revolutions per minute which govern the design of 
much capital equipment and in the larger order of things it ts 
more efficient capital equipment rather than beautifully designed 
consumers’ goods which the British economy requires. 

This distinction introduces the larger questions of industrial 
policy which the Industrial Organisation Bill, despite its title, 
leaves rather on one side. The Bill takes up the lowest common 
denominators of the Working Party Reports which have so far 
appeared. It enables eight Ministers to introduce a compara- 
tively simple collective organisation for the performance of 
necessary and desirable collective functions. But it leaves aside 
the major questions of industrial policy. It is concerned with 
things which wideawake industries and firms have already been 
doing and which the more backward industries should un- 
doubtedly be encouraged to do. Yet, just as the Bill could 
not possibly be represented as “nationalisation on the side ” 
nor can it be claimed as a new blue-print for British industrial 
development in the round. The fundamental problems of 
the best use of limited available resources of capital and man- 
power, the timing of re-equipment, the extent to which re- 
grouping should be pursued—all these questions have still to be 
faced. Development Councils may be able to throw some useful 
additional light on their particular industries, which in due 
time may enable the Government or industry to dispose more 
effectively of the nation’s available resources. But it would 
be optimistic to suppose that the effectiveness of the Develop- 
ment Councils will be equal in every industry to which they are 
appointed or that their annual reports will provide a collective 
plan for the entire range of British industry. 


Business Notes 


Stability and Cheap Money ’ 


Some measure of stability has been restored in the security 
markets this week te the furthér accentuation of the coal 
crisis by extréthe wéathér, which curtailed even the hand-to- 
mouth supplies of fuel to industfy arid has caused further short 
ume working. Nevertheless, on Monday and Tuesday this week 
the Financial Times industrial ordi: share index grounded at 
133.8 and on Wednesday there was a minor récovery to 134.2. 
Some limited upturn in prices was perhaps to be expected, if 
only because last weck’s tendency for turnover to increase as 
prices declined had already shown signs of abating. Certain 
groups in thé share market have still pursued a somewhat 
erratic course, ahd the best that cah be said for the market as a 
whole is that it has managed to become mainly firmer though it 
seni quit. 

-An improved tendency is also evident in the gilt edged market, 
though here the volume of professional dealings is responsible 
rather than public support. The common factor which, more 
than any other, is likely td determine the course of prices in gilt- 
edged and ordinary stocks is still the cheap money programme, 
though it is now engaged in a tug of war with falling output 
and employment. This week the Chancellor of the Exchequer 
has staged another of his departmental sideshows, presumably with 
the intention of providing at least inferential evidence about his 
cheap money intentions. On this occasion it is the issue of £10 
million of 2} per cent Airways stock by the British Overseas 
Airways Corporation to the National Debt Commissioners. The 
stock is optionally redeemable in 1977 and finally in 1982, and 
it has been issued at 1014. This piece of internal financing fol- 
lows within a month of the replacement of the £69} million 3 per 
cent Coal Commission stock 1980-2016, by a new 2} per cent stock 


at 100} redeemable 1986-2016. From. these manoeuvres, it may 
be permissible to draw up a scale of long-term interest rates, as 
Mr Dalton sees them. A rate of 2} per cent, it would appear, is 
appropriate to a direct Government obligation optionally re- 
deemable after 30 years. -But for a fixed date even beyond the 
century a half point premium is exacted, and for a fixed date 35 
years ahead as much as 1} points premium. On this basis, the 
redemption yield on a 35-year dated stock must now be accepted at 
£2 8s. 9d. per cent. 

These considerations have clear relevance for the terms of the 
transport and other compensation stocks. Mr. Glenvil Hall, the 
Financial Secretary to the Treasury, took matters very little further 
in last week’s debate on this question. The Chancellor had pro- 
mised during the Second Reading of the Transport Bill, that 
transport compensation stock will be redeemable “within this 
century.” Mr Glenvil Hall repeated the assurances that the 
stock would be rédeemable; it will not, he said, be an irredeemable 
stock.’ But he was not prepared to give any commitment about 
the date on which the stock will be redeemed. In fact, it is by no 
means clear whether, in the minds of the Chancellor and the 
Financial Secretary, a “redeemable stock” means a stock with a 
definite and final date of redemption within this century, or 
whether they interpret it to mean a stock redeemable at the op- 
tion of the borrower of the same one-way type as 2} per cent 
Treasury stock. This important point should obviously be cleared 
up quite unequivocally In the Committee proceedings on the 
Transport Bill, for the general impression is that the Chancellor 
is committed to a stock with a fixed date, and he should obviously 
correct this idea if it is wrong. In any event, it is already clear 
that, if Mr. Dalton has his way, a dated stock redeemable within 
the century would carry appreciably less than 2} per cent. 
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Spending the Dollars 


The details given by Mr. Dalton in Parliament this week of 
Britain’s payments for imports from the United States have been 
much publicised, but few people realise that they throw very 
little light upon the problem which really was in the minds of 
the Chancellor’s questioners. Behind the questions which in ‘act 
were asked was the bigger questions of what is the true state of 
Britain’s dollar account and what are the reasons for the very 
rapid rate of drawings upon the American credits. The dis- 
tribution of Britain’s payments for visible purchases from the 
United States was already approximately known, and Mr Dalton’s 
(tabulation, reproduced below, does not differ very much from 
earlier estimates. 

But there are important portions of the overall dollar account 
which have never been disclosed and defy estimate. Britain has 
to pay dollars not only for imports from the United States but 
‘also for a significant volume of purchases from other countries— 
notably sugar from San Domingo and oil from Venezuela. In 
addition to these payments for visible trade, there are onerous 
“invisible” payments, chiefly for Governmental expenditure 
arising from the war, such as the dollar portion of Britain’s ex- 
penditure for the maintenance of the British zone in Germany. 

Nor is this all. Britain’s resources are still the central reserve 
for the whole sterling area, and it is virtually certain that some 
of its members are now taking more dollars out of the pool to 
pay for current imports than they are putting into it by current 
exports. Finally, Britain has already begun the process of making 
sterling convertible for new current transactions. Argentina now 
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* Cereals products £7-7 million; eggs £12 million; milk products £3-5 million; oils 
and fats {1-5 million; other, £5 million. All the cereals for human consumption. 

+ Highly seasonal payments, corresponding with crop. : 

§ There were no imports of coal. Expenditure on coal bunkers, estimated at £400,000, 
excluded from table. 

¢ The table covers only supplies from U.S.A. There are substantial imports from other 
sources which are paid for in U.S. dollars. 


has the right to turn the net sterling proceeds from her trade 
with the sterling area into any currency she.pleases, and there is 
‘little doubt that already this right is adding its quota to the 
strain on Britain’s reserves. On the other hand, as the Chancellor 
pointed. out, Britain’s reserve of dollars is not limited by the 
amount of the dollar credits, but is constantly fed from the dollar 
receipts from current business. There is no doubt that this 
current flow has been disappointingly meagre, but in the absence 
of detailed figures it is impossible to guess how far it has gone 
to meet the payments indicated above. 

Mr Dalton’s figures, however limited their application, are none 
the less disquieting. Too much attention ought not to be paid 
to the preponderance of tobacco, for the six months in question 
covered the main importing season, and tobacco’s share for a 
full year would certainly be much less than the 32 per cent of 
the past six months. But it is very plain that a high proportion of 
British dollar purchases are required for current consumption. 
Imports of machinery and other manufactured goods absorbed 
only 11 per cent of the total, with a further 3 per cent for ships. 
Lene obviously, the dollar credit has so far made but a small 
direct contribution to the re-equipment of British industry. 


* * * 


tWanted—A Bank President 


The task of finding a successor to Mr Eugene Meyer as pre- 
jsident of the International Bank for Reconstruction and Develop- 
ment has so long defeated the efforts of the American Government 
(the post is understood to be an American preserve) that a tem- 
porary solution has had to be found by allowing the US exeou- 
tive director, Mr Emilio Collado, to act as temporary chairman of 
the board of directors. Mr Collado, as representative of the 
country which not only provides the largest quota to the Bank’s 
capital but which will take up the bulk of any issues made under 


THE ECONOMIST, February 1, 1947 


the Bank’s auspices, is the obvious person to fill the vacuum left 
by the departure of Mr Meyer. His assumption of those re- 
sponsibilities in the circumstances that have arisen was, in fact, 
provided for by the articles of agreement. The wonder is 
that where naturé’s abhorrence has been reinforced by the offer 
of a cemuneration of $40,000 a year tax free, the vacuum should 
remain unfilled so long. Mr - Collado’s relations with the 
British and Canadian executive directors are said to be satis- 
factory, and on the basis of the collaboration between these three 
men the task of pushing on with the work of the Bank and, in 
particular, of preparing the all-important initial bond issue, should 
make some belated progress. Rumours that Mr McCloy has 
accepted the presidency should be treated with reserve. 


Meanwhile, the Washington Post, Mr Eugene Meyer’s own 
paper, has had the following interesting and presumably well- 
informed things to say about the position of the Bank’s president : 

Evidently the negativeness of the men who have been approached 
to take the presidency is due to their chariness over the lack of 
authority in the office commensurate with the responsibility ‘ put 
upon the president in the public mind. The lack can be filled not 
only by a decision on the part of the Administration to relieve 
the incumbent of fear of the veto power which is held over the 
president by the executive directors representing member nations, 
but also by the Administration of the predominant lending. nation. 

Somehow the World Bank president’s position must be buttressed, 

for the institution is an indispensable agent in the economic 

resurrection of a war-ravaged world, and its services are urgently 
in demand. 

This cry from the heart, with its scarcely veiled reference to 
the intervention of the US administration (presumably through the 
National Advisory Council) in the affairs of the Bank, confirms 
most of the informed news which has been reaching London from 
Washington on this subject. The US executive director, with the 
Secretary of the Treasury and the other members of the National 
Advisory Council constantly at his elbow, is in effect the real 
power on the board. Provided he works in collaboration with two 
or three of his co-executive directors, his voice must prevail and 
the position and power of the president must be reduced to virtual 
nullity. Yet it is on the president that the main task of “ selling ” 
the Bank’s bonds to the financial community falls. This form of 
government has been and will be found impracticable. The first 
few months of the Bank’s existence have revealed not merely the 
weaknesses of the form of government given to the Bank by the 
Savannah interpretation of the Bretton Woods agreements ; it has 
also revealed the seriousness of the second Savannah blunder, that 
of choosing Washington, the political capital par excellence, as the 
site for this institution. There will have to be a considerable 
retreat from Savannah if a worthy, holder of the office is ever to 
be induced to accept the presidency, 


* x * 


Industry and Coal 


_ The regent adjustment of coal tions to tally with de- 
liveries his Ofought realism .with jt. But it has also brought short- 
Be weenns ane Ropeve upemployment in several of the impor- 
ant consuming industries, The and ready orders of priority 

cen laid down have produced difficulties of their own, 
yently the small and apparently less gmportant firm 
vhic S the essential component or material on which a 
regular flow of iBdustrial production depends. The process of 
ipa os Aes Qn due t6 coal is thus almost co-extensive with 


al figures f6r January show the persistence of the 
@l production and consumption. Provisional 
opsumption for January was 3,927,000 tons, against 

ar ago, while production amounted to 3,711,000 
ated With 3,409,000 tons in January, 1946. The steady 
rise in production is welcome, but it is still quite insufficient to 
Qvertake the ris¢ in co tion; thus coal stocks last month 
totalled only BAxB.000 tOns, against 11,512,000 tons a year ago. 
There are encouraging signs that rising output per manshift has 
gone far to counteract the fall in manpower, but the need for a 
larger labour force is clearly reflected in the latest figures. Overall 
output per manshift was 1:07 tons in mid-January, compared with 
0.95 tons at the end of December and 1.01 tons in January, 1945. 

In Lancashire, industry is now operating on 50 per cent of the 
basic coal allocations, though the cotton industry receives a measure 
of priority with a further 15 per cent (making 65 per cent in all) 
which is to be drawn from the regional reserve pool. This rate 
of supplies should suffice for about a three-and-a-half-day week 
for cotton firms and the additional 15 per cent for cotton should 
give the industry a much-needed advantage in retaining its labour 
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force. Some interruption of clothing supplies to the consumer 
must be expected, particularly since there is no similar preferential 
treatment for the woollen and worsted industries across 
the Pennines. No news is yet available from Yorkshire of any 
supplementary allocations and wool textile employers, who are 
faced with the same acute labour shortage as the cotton firms, 
are apprehensive lest the inevitable short-time working should 
attract labour away to other industries which are less affected by 
the coal shortage. Yorkshire woolcombers, who occupy a key 

sition in the worsted trade and suffer a 50 per cent cut in 
their coal allocation, may only be able to run three days a week 
for the next six weeks. The maintenance of the worsted manu- 
facturers’, output depends now on adequate stocks of tops, which 
are likely to vary considerably between firms. All sections of the 
industry are likely to have to adopt a shorter working week until 
increased supplies of coal are forthcoming. From Sheffield it is 
reported that a four-day week may have to be adopted in the steel 
industry. ‘The same general picture could be painted for the 


‘Midlands, Tyneside and Scotland. 


The revised allocations scheme, to bridge the estimated weekly 
gap of 300,000 tons of coal for the six critical weeks, makes no 
changes for domestic users, the electticity and gas utilities and 
the railways. Cuts for iron, steel and coke-oven firms were 
limited to 25 per cent. ‘The 50 per cent cuts are therefore widely 
distributed over industry ; the hesitancy in some regions to allocate 
supplies from the supplementary pools suggests that, in certain 
districts, even the new level of allocations may not be satisfied by 
actual deliveries. 


* x *« 


Progress of French Deflation 


The monetary experiment launched by M. Blum during his 
short period of office has teen taken over with great assiduity by 
the government of M. Ramadier. The technique of the operation 
continues to show considerable skill. In particular, the French 
authorities have understood that in an experiment of this kind it 
is never sufficient to stand still. Each blow has to be succeeded 
by another. The hoarders have to be kept on the run. Confi- 
dence has to be maintained and strengthened by constantly dang- 
ling before the public the possibility of still more surprises. The 
Government must always appeaf*to have several more tricks up 
its sleeve. 

The main difficulty experienced so far in implementing the 
plan has been the resistance shown by French peasants to dis- 
gorging their grain. The French Government is meeting that 
problem by threatening the French farming industry with the 
prospects of substantial imports of wheat from the United States 
and Canada. For any French Government, to whom protection of 
domestic agriculture has always been an axiomatic basis of policy 
and not a question of opinion, this is very strong language. The 
Blum experiment has had perhaps its most spectacular success 
in the illicit gold market, where the price for French gold louis 
has dropped over 30 per cent. since. the Blum experiment was 
launched. A year ago the gold louis was quoted at about 7,000 
francs. Three weeks ago the price stood at about 5,000 francs; 
this week it has fallen to 3,500 francs. There is some suggestion 
that the collapse in the price of gold coins has been helped by de- 
vious Official selling of gold in the black market. 

If this has, in fact, occurred, it is another indication that the 
technique of the French authorities has improved considerably 
in recent months. The illicit market in gold is one of the keys to 
the French economic position. The collapse in the price of gold 
and the uncertainty regarding the future of that price, which 
the experience of the last few weeks must have engendered, should 
induce hoarders to disgorge and holders of commodities, and 
especially of foodstuffs, to resume their sales against bank notes 
and through normal trade channels. 


x x x 


Deposit Accounts Rising 


The habits of the public in the conduct of its banking 
accounts, and especially its choice between deposit and current 
accounts, normally show very little variation from year to year, 
but in recent months some interesting movements have been dis- 
cernible. It is now more than twelve months since the reduction 
of the maximum interest allowance on deposit balances and the 
abolition of interest on current accounts became effective. At the 
ume of the original announcement, in mid-October, 1945, it was 
a moot point whether the effect would be to enhance or reduce 
the importance of the deposit account. Some bankers held that, 
with the maximum interest allowance reduced to only 3 per cent, 
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many customers would either put their money into securities or 
would prefer to forgo interest and keep their liquid funds on the 
more flexible current accounts—for the minimum notice period 
for a deposit account had been extended from seven to fourteen 
days. Others thought that the abolition of current account in- 
terest, the payment of which was very widespread, would drive 
funds on to deposit accounts. Both influences have certainly been 
present, but, except at the outset, the second has predominated. 
Ir was not until last June that current balances surpassed the 
peak level touched in the previous September, but deposit 
balances had been virtually restored by last April. 


CLEARING BANKS: DEPOSIT AND CURRENT ACCOUNTS 
(Annual Averages) 


. % of 
Total Deposit New 
Deposits Accounts Current Accounts Deposits 
in C/As 
£ mn. £ mn. mn. % of Total 
SO avn cb Sule Chae 2,277 1,033 244 54-7 
UN area care ware 2,248 996 1,252 55-7 ae 
BO oWs.e asic ences 2,506 1,018 1,487 59-3 91-1 
BO ex ac Betecn t's. 2,970 1,085 1,885 63-5 85-8 
WOES 6 ones ates 3,275 1,128 2,148 65-6 86-2 
Bi Se oe ere 3,677 1,222 2,455 66-7 76-4 
PP asincrast «new « 4,153 1,388 2,765 66-4 65-2 
PM gs Bea cisinee’s 4,692 1,566 3,127 66-6 67-2 
WME ota sha5.0/0 3 6</acre 5,044 1,706 3,338 66-2 60-0 


* Eleven months. 


The experience of the past year has, indeed, abruptly slowed 
down the tendency in 1945 for new money to concentrate upon 
current accounts. . During the early years of the war, as the accom- 
panying table shows, the ratio of current accounts to total deposits 
rose steeply from its pre-war norm of about 55 per cent to 67 per 
cent, and during this period a high though falling proportion of 
new money accumulated on these accounts. In 1945, however, 
the ratio of new money thus employed started to rise again. Of 
the average addition to total deposits during the year 67.2 per 
cent, against 65.2 per cent in 1945, was on the average held on 
current account. In 1946 the proportion dropped to 60 per cent. 
Evidently, even a rate so low as 3 per cent still has attrac- 
tions, though it is perhaps questionable whether the increase in 
deposit accounts—now some £170 million higher than in Sep- 
tember, 1945, when the rate was I per cent—comes mainly from 
former holders of such accounts. To a large extent it presumably 
reflects transfers by customers whose current accounts formerly 
carried interest. 


oi x * 


“ Outside ” Competition 


In this connection it is worth noting that the maximum rate 
paid by the clearing banks, and adopted by them in response to 
an Official request, does not apply to non-clearing banks and mer- 
chant banks, some of which are believed to be offering appreciably 
higher rates in some instances, particularly for foreign balances. 
In view of the need both to minimise the direct strain upon 
sterling and to avoid creating awkward precedents for the official 
negotiations on the overseas sterling balances, this is particularly 
undesirable. Ought not the authorities, both in the national in- 
terest and in fairness to the clearing banks, to cast their net rather 
wider in this matter? 

Of less consequence from the wider point of view, but even 
more glaring in its injustice to the clearing banks, is the anomalous 
position of the Co-operative Wholesale Society’s Bank, to which 
attention was drawn in Parliament this week. In the past year 
this institution has secured the accounts of a number of local 
authorities which formerly banked with clearing banks, and one 
reason for its effectiveness in competition must be its continued 
payment of I per cent interest on current accounts and 2 per cent 
on seven-day deposits. The problem of unfair competition which 
thus arises merits investigation from more aspects than that put 
to Mr Dalton on Tuesday. Especially relevant is the consideration 
that the CWS Bank could scarcely function as such—and cer- 
tainly could not continue thus blatantly to overbid the main 
deposit banks—if it did not rely upon them for essential central 
services, notably the service of the clearing house and the pro- 
vision of cash. 


* * x 


Railway Earnings Deficit 


No information is likely to be available for some time about 
the extent of the deficiency in the Government account of the 
controlied railways and London Transport for 1946 compared 
with the fixed annual sums payable by the Government to the 
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undertakings, which amount to £43,469,000. All that is known 
is the total traffic receipts for the 52 weeks of the year, which 
amounted to £355,497,000, and showed a decrease of {22,913,000 
compared with the cotresponding 52 weeks of 1945. The net 
revenue of the railways’ pool for 1945 was £62,547,000, from 
which the Exchequer derived the surplus of £19,078,000. But 
it was realised last May that, owing to falling traffics, there was 
no hope of a surplus for 1946 ; on the contrary, the Minister of 
Transport first estimated, on the basis of calculations sup,lied to 
him by the railways in March, that the pool would show a deficit 
of £40 million last year. This was later modified by closer 
estimates (which increased the main line receipts by £13 million) 
and the adjustment of charges from July 1st (from which a yield 
of £15 million was anticipated. in the second half of the year). 
The deficiency for the year compared with the annual charge 
of £43,469,000 was thus put at £12 million. 

This figure can be roughly reconciled with the estimated net 
revenue account for 1946 of the main line railways, excluding 
London Transport, given at the charges inquiry last September, 
which were based on the July rst level of charges for the second 
half-year : 


£ million 

Rectipts—PaRseOMBer. 6.65. oss se vcececbhoevecs 151 
PREECE CS paps Niwisee hse ss eh tion es 155 
PRONG. 0... sao esio k's ges e's 5 ss 3 

309 

MEOOROMEID s,s cestnnches eres senda eeee ssn 273 
Re CRONIN 5 55s 523 SS Ola eRe a dvs Snceee 36 
Other receipts and expenditure (net)............ Dr. 8 
Pb MINES ok bp Es Oa he sean baerseey mks phe 28 
Fixed annual sums ..... cin dah eRaen eae ehen anak 38 
EN sae sc ssaee he he esh ssh cee een stays —10 


it is known that the net revenue of the pool for 1945 (of 
£62,547,000) was contributed by the main line railways to the 
extent of £59,985,000, while London Transport provided only 
£2,562,000. London traffic has been rising, though probably 
not to a sufficient extent to meet the £4,835,705 payable by the 
Government to the Board. Hence it is not unreasonable to 
estimate the total pool deficiency for 1946, based on the September 
figures, at £12 million, which will fall to be met by the Exchequer, 


x 


The final question remains about the behaviour of traffic 
receipts in comparison with the earlier estimates—it may be 
assumed that expenditure is likely to stand at the estimated level. 
The 52 weeks’ receipts for the railways and London Transport 
totalled £355,497,000. If it is assumed that £45 million of this 
total represents London Transport takings, the main line receipts 
would be £310,497,000, which compared with the September esti- 
mate of £306 million (after deducting the miscellaneous item to 
make the two figures comparable) would give an increase in re- 
ceipts of £44 million. 

This is probably as far as it is safe to go. It leads to the 
conclusion that the net pool for 1946 will show a possible de- 
ficiency of somewhere in the region of £74 million to be met by 
the Exchequer, which is less than was originally anticipated. But 
no provision has been made for contingent liabilities, which ab- 
sorbed £30 million from the pool revenues in the years 1941 to 
1945. If the Minister decides to make a reserve for 1946, the 
deficiency will be increased, but in view of the Transport Bill 
he may decide not to do so. He has also to reach his decision 
about the level of charges in 1947 on which the Charges Con- 
sultative Committee spent many days in the autumn, 


* * ® 


Wool Prices and Subsidies 


A fortnight ago, the Wool Control allocated between 11 and 
12 million Ibs. of wool matchings to the worsted topmakers. This 
exhausted the Wool Control’s stocks of matchings which were left 
over after the free wool market began to function again last 
autumn. The matchings were originally allocated on condition 
that the topmakers accepted the obligation to turn out for the 
home market at least twice the approximate weight of tops pro- 
duced from the matchings which they had been allocated. The 
prices for matchings were fixed by the Wool Control at a figure 
which was intended to enable the firms concerned to make them 
up within the fixed price officially allowed for tops in the home 
market. 
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This obligation was not acceptable’ to the topmakers, for they 
argued that many firms in the industry had refrained from build- 
ing up their stocks by purchasing dear wool after the free market 
opened, and that it would be unreasonable to expect them to draw 
on their limited stocks to an amount equal to the matchings allo- 
cated to them, or to buy wool at current high prices to make tops 
for the home market at the controlled price. In the face of this 
criticism, the Wool Control has agreed to waive the conditions 
which were originally sought from individual topmakers, provided 
that the industry as a whole undertakes to produce for the home 
market a quantity of tops at least equal to that which would have 
been forthcoming under the first scheme. In other words, top- 
makers with low stocks of wool under the revised scheme will be 
able to pass their quota to other firms in the trade which are more 
fortunately placed. 

The entire scheme can only be regarded as a short-term pallia- 
tive to remedy the shortage of tops. It follows the now familiar 
pattern, by which a chain of subsidies links the final price of cloth- 
ing to the raw material from which it is produced. But the quan- 
tities involved in this scheme illustrate the increasing difficulty of 
attempting to keep prices down by any system of variable sub- 
sidies. Matchings weighing 12 million lbs. would make about 
6 million Ibs. of tops and, including an equal amount made from 
firms’ stocks, would provide about one month’s production if top- 
makers were fortunate enough to get the necessary coal. The 
more significant factor is that rising wool prices are now exerting 
almost intolerable pressure on the fixed topmakers’ margins for 
home production ; the worsted utility scheme to provide clothing 
of reasonable quality at fixed prices for the domestic consumer, 
is thus becoming increasingly capenient upon subsidies. at each 
stage of production. 


*x * * 


Relief for Trustees 


The Chancellor of the Exchequer has on at least two occa- 
sions refused to contemplate any dhange in the Trustee Acts. 
The consequences. of cheap money for trustees and beneficiarics 
have now become almost commonplace. The range of permitted 
investments under the Trustee Acts in these days is confined 
almost entirely to the “ Dalton 2} per cents ” and the incomes of 
all forms of trusts, charities and settlements have been cut to 
the point at which serious hardship is resulting. 

Mr Dalton was, however, persuaded in the House of Commons 
last week to expand his blank refusal to appoint a Committee 
to consider the amendment of the Trustee Acts. Yet his further 
explanation in support of. his refusal contains one or two curious 
features. He stressed the “additional risks ” that would be in- 
volved in any extension of the Teustee lists—presumably meaning 
by this phrase the industrial risks involved in an extension of 
the list to equity shares. These risks are, of course, real in 
normal times, but it would be difficult to measure them against 
the risk which at present pervades the whole process of Trustee 
investment—that one day money may be dearer than it is now, 
and that trustees who are at present forced into the 2} per 
cent gilt-edged market may suffer capital losses. It is, neverthe- 
less, welcome news that Mr Dalton, so far from excluding 
rational reconsideration of the matter, has it under consideration 
now. He is, of course, entitled to point out that there are “ very 
great difficulties” in the way of any extension of the Trustee 
list-—though to this safeguarding phrase he added another which 
suggested that there were also “very serious objections ” to any 
extension. The difficulties can, of course, only be solved by 
expert examination of the problem, and this—as has been re- 
peatedly suggested in these columns—might be a fitting duty for 
the National Investment Council. But it is more difficult to see 
where the “very serious objections” lie. Is the Ohancellor her: 
speaking qua Chancellor and expressing concern about the possible 
diversion of Trustee funds from the gilt-edged market? Or is he 
Suggesting there is some fundamental weakness in any investment 
policy which is not confined to the narrow limits laid down by 
the Trustee Acts? The answer to this latter point of view—if 
indeed the Chancellor holds it—is that trustees, where they can 
and where they are well advised, are already operating under 
far wider powers than the Trustee Aots permit. 


* * * 


The 8 per cent Target 


The mechanism of the short loan market has been creaking 
and groaning rather noticeably in this running-in phase of the 
banks’ new cash ratio—and not all the groaning has come from 
the mechanism. . The discount houses have been complaining 
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that the banks are following a too rigid policy in their lendings to 
the market which, in consequence, has been obliged since the 
turn of the year to seek accommodation through the “ special 
buyer” more frequently than in the past. There is no doubt 
about this increased frequency: such assistance was needed on 
11 out of the first 24 working days under the new system. But 
it cannot yet be regarded as proved that this derives from faulty 
technique on the part of the banks. On the contrary, some 
members of the market would also argue that repeated recourse 
to the special buyer—especially when it occurs on successive 
days—is evidence that the authorities must be holding the credit 
reins too tightly. Alternatively, the authorities in this period of 
heavy transfers of tax money to the Exchequer may have been 
repeatedly over-estimating their cash requirements. 

The truth seems to be that all three factors have been present. 
Over-estimation of official needs is indicated both in the under- 
allotment of the Treasury bill issue a fortnight ago and in the 
considerable sums which have been temporarily immobilised in 
public accounts. As for the technique of the clearing banks, 


there is no doubt that most banks have been pursuing an ex- 


tremely cautious policy and are particularly concerned to avoid 
showing in their monthly statement a cash ratio of less than 8 
per cent.. They are therefore apt to postpone part of their lend- 
ings until late in the day, and also to call in loans suddenly from 
the market. Such a technique may possibly compel the discount 
houses to seek official aid more frequently than they might other- 
wise need to do. 

Given these conditions, if the authorities held the credit reins 
more loosely, there would be less recourse to the special buyer. 
But if they were to expand the credit base spontaneously, instead 
of leaving the market to seek whatever official aid is needed, they 
would simply be encouraging the banks to work persistently above 
the 8 per cent cash ratio. If, therefore, there has been any 
deliberate tightening of the rein, it is a fair presumption that its 
object is to force the cash ratio down. 


* * x 


January Ratios Lower 

Already, the banks’ technique is adapting itself to the needs of 
the situation. The ratio on December 31st, the first day of the 
new regime, was 8.78 per cent for the clearing banks. as a whole, 
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while two banks showed well over 9 per cent- ‘lhe first monthly 
“ make-up ”—that for January 15th—makes a much better show- 
ing. None of the nine banks whose statements have so far ap- 
peared showed a ratio as high as 9 per cent, though Martins 
(with 8.94 per cent) comes close to it. Three other banks show 
8.5 per cent or more. Of the bigger banks, the Westminster has 
been most successful with a ratio of 8.1 per cent, while Lloyds, 
which in December showed 9.2 per cent, now shows 8.2 per cent. 
The best budgeting of all, however, has again been achieved by 
Coutts, which in December showed 7-85 and now shows 8.03 per 
cent. 

It is perhaps questionable whether this general improvement 
would have occurred if the authorities had left much slack in the 
market. Indeed, it may yet be necessary temporarily to tighten 
credit to the point at which a number of banks are forced to show 
less than 8 per cent, in order to drive home the lesson that the 
target figure will never be satisfactorily established so long as there 
is more reluctance to work under it than over it. A better tech- 
nique will reduce the jerkiness in the short ioan market, but under 
the new regime the discount houses cannot expect that recourse 
to the special buyer will ever be as infrequent as it was before. 
The very essence of the change which is taking place is to ensure 
that day-to-day gaps in the credit supply are filled by official credit 
instead of by fluctuations in clearing bank cash ratios. 


* * x 


Associated British Picture and Warner Brothers 


Warner Brothers, the American film-producing company, have 
held a 373 per cent interest in Associated British Picture Corpora- 
tion, Ltd. since 1940, and the association of the two undertakings 
has been taken a stage further by an agreement announced this 
week. The Associated British company’s studios at Elstree, Herts, 
are being reconditioned and modernised at a cost of £1 million. 
When the operation is completed the company will produce there 
during the following two years six feature films, which are intended 
to be “similar in quality to those now produced by Warner Brothers 
at their California studios.” Warner Brothers will supply stars, 
directors and equipment (will they also supply stories?) for these 
productions, and when the films are completed they will include 
them in their American and Canadian circuits on the same terms 
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««- but a cheque is better! 


No great harm is done if a properly drawn cheque 
goes astray, but when cash is lost, the results may 
be serious. In these days, an account at the West- 
minster Bank is not simply a pleasant conceit—it 
is a very real necessity. To the man of moderate 
means it makes a special appeal, for not the least 
of its advantages is the peace of mind which comes 
from the certain knowledge that one’s money is 
completely safe. The Manager of any local branch 
will gladly explain the many ways in which the 
Westminster Bank can be’ of service. 


WESTMINSTER BANK LIMITED 
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Recent trade figures for Kenya show considerable changes in the relative 
importance of the Colony’s exports. 


In pre-war days Kenya coffee, together with gold and tea, headed the 
exports table. During the last few years, however, and as a result of war- 
time demands, exports of pyrethrum—the basis of many insecticides—and 
sisal greatly expanded. In 1944 the combined export of these two com- 
modities exceeded in value the combined totals of coffee, tea and gold. 

The gradual change-over to a peace-time economy with its varied 
demands may well bring about further changes in the commercial activities 
of Kenya. Modern commercial development calls for careful and continuous 


study of local market conditions. 


by an intimate knowledge of the Colony, is available to merchants and 


Full and up-to-date information, backed 


manufacturers interested in trade with Kenya. 


BARCLAYS BANK 
(DOMINION, COLONIAL AND OVERSEAS) 


HEADOFFICE: St LOMBARD STREET, LONDON, E.C.3 [D-¢-0}} 














212 


as their own films produced in California are distributed ; in fact, 
they have stated thar the productions from Britain will replace 
a similar number of productions from California." 

It is estimated that each film will produce, apart from any ex- 
ceptional profit, seme million and a half dollars for the British 
company, which will be a welcome contribution toward the dollar 
account for films. The arrangement has the blessing of Sir Stafford 
Cripps, evidenced by his presence and words at a celebratory lunch 
given in London last Wednesday. But the details so far announced 
leave a number of questions unanswered. If the Board of Trade 
regard the agreement solely in the light of the number of additional 
dollars it will produce, then their benevolence can be understood. 
But there are other considerations, not all of them divorced from 
the dollar aspect. Good Sritish films, showing Life as it is here, 
not as it exists in Hollywood’s imagination, are an artistic 
challenge to American films in North America and should thet fore, 
if given a fair chance, also be doilar-producing instruments. But 
if this new agreement amounted to no more than a device for 
making American films in Britain, the resulting dollars might then 
be purchased at too high a price. The test, of course, will come 
when production starts. Warner Brothers have no financial control 
over the British company and Sir Stafford was at pains to declare 
that he intended that they should not acquire it, From that it 
must be assumed that the cost of modernising Elstree will either 
be found from British sources or, if financed from America, will 
be without limit:ng conditions. But if Warner Brothers by th’s 
agreement gain control of the production policy of the British 
company, then the actual ownership of the company’s shares ceases 
to be a matter of the same importance. Mr Jack Warner promised 
that what he sought was co-operation, not domination. It is for 
the directors of Associated Pictures to ensure that, granted the 
assistance of American stars and American directors, the resulting 
product is British and of the high standard that Nritish films have 
shown they can attain. 


* * * 


Ceylon’s Export Levies 


For some months past India and Ceylon have been considering 
the resumption of the pre-war auction system for selling their tea 
and ceasing to supply it in bulk on annual contracts to the Ministry 
of Food, which have given the growers their pre-war profit plus 
un increase sufficient to cover their higher costs. This impatience 
on the part of the growers-—natural enough in the circumstances— 
has led the International Emergency Food Council to drop the 
allocation of tea after the present allocations expire at the end 
of March. 

On the other hand the Ministry of Food, being anxious to secure 
the benefit of any long-term decline in commodity prices, has 
shown itself quite unwilling to renew the bulk purchase contract 
for Ceylon tea on the terms which were demanded by the growers, 
and auctions for export teas have accordingly restarted. Both 
India and Ceylon are imposing levies on exported tea so that the 
public revenues of the two countries can obtain a direct share 
of the benefit of high world prices. India has imposed an export 
levy of 2id- per lb. on export teas, but Ceylon, which began 
modestly with a levy of less than 1d. per lb., has now decided to 
increase it to nearly 7d. on all teas sold after the two opening 
sales. At these two sales, extremely high prices were paid for the 
small quantities of 1947 crop teas which were on offer. 

Great loyalty and self-sacrifice are required for the successful 
operation of all international allocation schemes, and it is not sur- 
prising that with the passing of war-time conditions these qualities 
are more difficult to evoke. Ceylon’s action appears to be oppor- 
tunist to a degree, for in addition to the increased tea levy, it has 
also imposed this week a levy of 10 rupees per cwt. on copra. Half 
of this levy will be paid over to the local producers, but the whole 
of the financial burden falls on the Ministry of Food, which is 
taking the copra on a bulk contract. Ceylon’s action, however, 
is not quite as cynical as it may sound, for the present tea and 
copra levies are estimated to yield about 126 million rupees a 
year and will enable the Government to reduce the export tax on 
rubber from 2.50 rupees to 0.7§ rupees per roo lbs. The Govern- 
ment’s intention is to avoid the painful deflation of the rubber 
industry’s costs—indeed, the elimination of much of the industry 
—by enabling it to share in the benefits of high prices for other 
natural products, and to give it some degree of protec- 
tion, now that world rubber prices are well below Ceylon’s, pro- 
duction costs. Even the concession to the rubber producers, how- 
ever, will not bring the cost of export rubber from Ceylon into 
line with Malayan prices. eylon’s latest moves seem more de- 
signed to take advantage of fleeting opportunities caused by world 
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shortage than to lay the foundations for a planned policy oJ 
orderly commodity marketing. 


a x x 


American Tonnage on Charter 


The US Maritime Commission and the State Departmen; 
placed different interpretations on the effect of President Truman’; 
“end of hostilities” proclamation on the present charters of 
American merchant ships to the Allied nations. The immediate 
reaction to the proclamation was noted in The Economist of 
January llth. According to a statement by the Lend-Lease 
administrator, Mr Chester T. Lane, from the State Departmen: 
at Washington, a misunderstanding arose because the “ termina. 
tion of hostilities” is not the same thing as the “termination of 
the state of war.” It may be recalled thar President Rapsevelr, 
in a letter to Mr Winston Churchill of May 23, 1943, trans- 
ferred for temporary wartime duty under the Red: Ensign between 
15 and 20 American ships a month for ten months. The President 
pointed out that as a result of an earlier agreement American 
shipyards had concentrated on merchant ships and British yards 
on naval construction, and that the British merchant marine, 
though short of ships, had at that time a surplus of trained 
seamen. ' 

An agreement signed on November 24, 1944, by Lord 
Leathers, Minister of War Transport, and Admiral Land, then 
chairman of the US Maritime Commission, specifically provided 
that ships transferred were to remain under the British flag “ until 
six months after the termination of the war as proclaimed by the 
President, or such earlier termination as Congress by concurrent 
resolution, or the President by proclamation, may designate.” 
The State Department points out that none of these events has 
occurred and the position of such ships is not affected by the 
“end of hostilities.” Republican elements in Congress, however, 
are apparently not catisfied ‘with the position. Mr Fred Bradley 
chairman-designate of the Merchant Marine Committee in the 
House of Representatives, has countered by tabling a resolution 
demanding the return of all chartered vessels on the completion 
of voyages in progress on the date of its adoption. The Stat: 
Department had previously indicated that it might, if necessary, 
initiate legislation 1o extend the charters on the existing terms, but 
the Republicans are seeking to erforce an earlier termination “ by 
concurrent legislation.” They claim. that the charter terms for 
the British are more favourable than those available to American 
nationals ; but the more likely explanation is the desire to embarrass 
or remove the growing competition of British shipping in world 
sea transport. 

The ships were used free of charge up to the month of Decem- 
ber, 1945. From that date, by a modification of the Land-Leathers 
agreement on February 15th last year, Britain has been paying 
a yearly charter rate based on 15 per cent. of the statutory sales 
price of the vessel concerned as laid down in the Ship Sales Act 
of 1946. The majority of the vessels concerned are Liberty ships, 
whose statutory price is $639,000. The annual charter rate for 
each ship is therefore about £24,000, which represents an annual 
expenditure of well over £5 million in American dollars as long 
as the use of American ships continues. This sum, at present 
building prices, would probably cover the cost of building 20 
similar vessels per annum in British yards. The basic annual 
charter rate asked by the Ministry of Transport for three-year 
charters of Government surplus ships of comparable type is 
about half the American rate, and represents only ‘ro per cent of 
the basic price for outright purchase, although successful tenderers 
have generally offered an excess of about 10 per cent over th: 
basic charter rate. 


* * * 


Welkom and Block 7 


Far ioo little is known about reef grades and widths and 
probable costs even in the area of most forward development in 
the Orange Free State for any categorical statement to be made 
about the Welkom Mining lease terms agreed between the Anglo 
American Corporation Group and the Union Government. These 
provide, without minimum payments, for the working of three 
leases ; the No. 1 (northern) area of 4,710 claims borders the casi 
of Western Holdings—Blinkpoort “ second lease” area, on which 
the phenomenal Geduld No. 2 strike took place, and on this the 
Government percentage of profits is zero when the ratio of working 
profit to recovery is 6 per cent. The No. 2 and No. 3 areas, 
of 4,839 and 4,263 claims respectively, lie to the south; No. 3 
borders on the east of St. Helena. The lease terms in these areas 
also provide that the Government does not share in prefit until 
the profit-recovery ratio is 6 per cent, but they give the Govert- 
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WITH THE EAST 


THE CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA provides a complete banking service, 
hacked by practically a century’s first-hand ex- 
erience of Asiatic economic conditions, for every 
nancial operation connected with TRADE, INVEST- 
MENT AND TRAVEL IN THE EAST. The Bank’s 
branch system, under British management directed 
from London, extends throughout 
INDIA BURMA -- CEYLON 
MALAYAN UNION - STRAITS SETTLEMENTS 
BRITISH NORTH BORNEO AND SARAWAK 
FRENCH INDO-CHINA - SIAM -: INDONESIA 
CHINA - THE PHILIPPINE COMMONWEALTH 
Merchants and Manufacturers planning to establish, 
renew or extend business relations with the East 


would be well advised to consult the Managers in 
London or Manchester. 


THE CHARTERED BANK 
OF INDIA, AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 
HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2 






Manchester Branch 
52, Mosley Street, 
Manchester, 2 






West End (London) Branch 
28, Charles II Street, 
London, S.W.1 








BANK 

EXECUTOR 
—TRUSTEE 
SERVICE 


provides economical administration with 


COMPLETE SECURITY 
ABSOLUTE PRIVACY and 
CONTINUITY of MANAGEMENT 


Full particulars are available at any branch or at the 
following offices of the Trustee Department 


57, KING ST., MANCHESTER, 2 
46, OLD BOND ST., LONDON, W.|! 
2, CASTLE ST., LIVERPOOL, 2 
1, UPPER MARKET SQ., HANLEY 
68, CHURCH ST., LANCASTER 


DISTRICT BANK 


LIMITED 


| mae SCO 


HAHAAAAD 


‘But We’re not a 


Million Pound Company’ 


It is true that Glyn, Mills & 
Co. act as bankers and finan- 
cial advisers to some very 
: large organisations. But their 
experience is also at the service of 
companies of more modest dimensions. 
During the 19th century Glyn, Mills 
& Co. were closely associated with 
many concerns which have grown to 
great enterprises. And today, with 





a new economic era opening, their 
resources and knowledge of. world 
markets are available to firms seeking 
new opportunities for development. 


GLYN, MILLS & CO. 


HEAD OFFICE: 67 LOMBARD STREET +» LONDON : E.C.3 


VEMENVEVEVENENEVOENE 


Associated Banks: Royal Bank of Scotland - Williams Deacon’s Bank Ltd. SY 
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HOUSE PURCHASE FACILITIES 


e Liberal Advances 
e Low Interest Rate 


e Kasy Repayment 


TEMPERANCE PERMANENT 
BUILDING SOCIETY 


Established 1854 


Apply for full particulars to 
Ronald Bell, Managing Director, 
223-227, Regent Street, London, W.1. 

(Phone: REGent 7282) 


BRANCHES THROUGHOUT THE COUNTRY 
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ithe case for No. 1 area. 
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ment a relatively smaller share in lease profits (though this might 
be partially made good by taxation) if the mines are rich than is 
The Welkom Gold Mining Company is 
first to develop the No. 1 area with a working capital of £2,750,000. 
The other two areas will be developed by subsidiaries of Welkom 


‘with working capitals of £2,250,000 ; these will be formed one year 


and two years after Welkcm and will each have £1,000,000 of share 


and £1,250,000 of loan capital. 


The finance of the new Welkom company, with its £6,000,000 
capital and the “ rights” attributable to shareholders of interested 
gompanies, 1s necessarily complicated. The African and European 
Group, as owners of Block 7, have an 85 per cent participation in 
the purchase consideration (£750,000) and in the working capital of 
the Weikom company, Western Holdings 12} per cent and Blink- 
poort—whose shares are dealt in under rule 34E in London—2} 
per cent. These participants will provide £1,000,000 for 4,000,000 
5s. Welkom shares and will loan £4,000,000 of unsecured deben- 
tures initially interest-free but carrying interest at 5 per cent after 
the development pericd, and redeemable out of not less than half 
the profits available for dividends. A further J,000,000 5s. shares 
at par will be subscribed by the debenture subscribers and by the 
Anglo American Corporation, who jointly with African and Euro- 
pean are acting as guarantors of the debentures. The merit of the 
large loan capital is that this can be repaid during the early lives of 
the mines, when capital expenditure can be set off against profits 
according to the “ new mine ” tax regulations. Shareholders should 
thus be protected against mistaking initial high dividends for indi- 
cations of the amounts likely to be distributable when the Govern- 
iment comes to take its full share of profits. 

Existing shareholders in African and European Investment will 
be offered, in due course, Welkom shares at par on a share for 
share basis. The residual holding will amount to about 1,700,000 
Welkom shares and £1,232,500 debentures. Shareholders in 
Lydenburg Estates will be offered 5 Welkom shares for each three 
Lydenburg held ; the residual holding will be 100,000 shares and 


the Anglo American Corporation has offered to provide up to 
.£500,000 at § per cent to enable Lydenburg to take up its pro- 
‘portion of guaranteed debentures. 
‘will be offered 3 Welkom for each to shares held. OFSITS and 


Western Holdings shareholders 


Middle Wits. will receive participations. ‘The Welkom share offers 
will be subject to permission by the Union and British Treasuries. 


-The latter refused permission to WRITS to make an issue to 


shareholders and the Capital Issues Committee has turned down 
the South Witbank Coal Mines’ application. It is to be hoped that 
there will be no unnecessary delays in opening up the area, for 
on the Orange Free State as well as the Far West Rand will rest 
the burden of replacing the declining production of the old Rand 
in the next decade. Already a market capitalisation of £25 million 
for the Welkom properties is being canvassed, or over 50s. per 
5s. share. 


* ; * * 


More Commercial Bills 


In more ways than one, the London money market is re- 
covering traditional functions which have long been in a state 
of atrophy. Even before the war the volume of commercial bills 
handled in the discount market was but a fraction of what the 
market had reckoned upon a decade earlier, and the further 
s:eep decline during the war led many people to assume that this 
variety of business would sooner or later virtually disappear. In 
the past year, however, as the bankers’ speeches have pointed out, 
London’s acceptance business has been rising fast. Some discount 
houses report that their turnover of commercial paper is now run- 
ning at almost two and a half times the level of a year ago. That is 
perhaps a larger growth than is general in the market, but the year- 
end balance sheets of the three largest companies made it clear 
that the expansion has been very marked. At December 31st these 
companies showed “ re-discounts ”—that is, commercial bills sold 
to the banks which had not then reached maturity—totalling over 
£185 million, which is 120 per cent.more than the end-1945 
figure and 150 per cent more than that for 1944. 

The clearing banks’ total of acceptances, endorsements, etc., at 
the year-end was about £193 million, compared with £116 million 
in 1945, but most of this growth and most of these totals certainly 
reflect business other than acceptances. To judge from the 
figures of those banks which show acceptances Separately, clear- 
ing bank acceptances, though rising, are ‘still quite small. 
Acceptances by the London merchant banks, however, are now 
estimated at around £50 million, which is far above the wartime 
level and begins to compare with the figures customary before 
the war. This business finances a considerable range of trade, 
but without doubt the most important commodity at present is 


THE ECONOMIST, February ‘1, “1947 


wool—and ihat will increase further when drafts are made upon 
the “French wool credit discusséd in these columns last week. 
At the moment, tebacco financ! ng is also impertant. Acceptances 
by the Indian” and Eastern banks, which before the war formed 

a large part: of the supply of commercial paper, ere also rising, 
but the amount is Rt relatively small.- Despite this growrh 
in acceptances generally, commercial paper of course plays a very 
minor part in the business of the market, and in view of the 
large resources available, competition both for bills and for accept- 
ance business is very keen—the latter, in particular, is being 
transacted at fine rates. 


*x * x 


Malayan Tin Problems 


The Malayan Government has now transferred to the tin min- 
ing companies some 70 per cent. of the loan funds which were set 
aside to compensate the mining concerns for war damage and to 
help them in their rehabilitation, particularly in the overhaul and 
repair of dredges. The total amounts which are to be made avail- 
able are between £2} and £24 millions and the remaining 30 per 
cent. will be paid when legal formalities have been completed. 
Some 60 Icans were applied for and all these have been granted 
except six, of which two are subject to reconsideration, When the 
companies’ claims for war damage are finelly settled, they will be 
offset against the loans, which are interest free until 1950 and bear 
3 per cent. thereafter. Up io the present, tin mining companies have 
been financing the rehabilitation of their properties out of their 
own resources and in some cases these have run low. 

‘A solution of the tin mining industry’s post-war financial prob- 
lems, however, does not mean that their physical difficulties «will 
be quickly overcome. The shortage of mining machinery and 
component parts is world wide; production is not increasing as 
rapidly as was hoped; and delivery dates are remo*e. Near- 
starvation in Malaya during and after the war has debilitated the 
labour force, and there is widespread disorganisation in transport 
and coal mining, which is reacting on the recovery of the tin min- 





Tin Propuction tn Far East 
(long tons) 


| | | 








| Average 5 y 
1935-38 | 1939 | 1940 1941 1947 | 1943 
ee eee eee. ee _—;—- rH Se —|—- 
CE nine Ucbivennsouns 58,388 | 56,001 | 85,384 | 78,000} | 46,150+ | 72,800% 
Netherland E. Indies..... 29,313 | 31,410 | 44,565 51,000 | 32,100 | 47,5095 
‘ 











 t Estimates. 








ing industry. Earlier forecasts about the time needed to restore 
dredges to normal production were based on preliminary surveys 
of damage. In some instances the damage was over-estimated; in 
others it could not be properly assessed until a good deal of work 
had been carried cut at the mines. It wou!d, therefore, be unfair 
to suggest that the programme of restoring Malayan tin dredges 
is months in arrear, without due acknowledgment of the local 
difficulties and shortages of new equipment and parts. 

It is, however, disappointing that more rapid pr¢gress has not 
been: made, particularly since in the Netherlands East Indies— 
which have been affected by serious political trouble since their 
liberation—tin production is recovering more rapidly than in 
Malaya, and may indeed regain the pre-war annual raie of produc- 
tion of about 40,000 tons during the second half of this year. This 
recovery has been achieved despite the fact that newly-built 
dredges are not yet in operation in the Netherlands East Indies. 
Evidently the two large producers that are primarily responsible 
for the Netherlands East Indies output of tin have been able to 
restore a relatively efficient scale of operations quite quickly. They 
will soon have the benefit of new dredging capacity supplied by 
the United States. Indeed the Dutch appear to have taken a far- 
sighted view of their tin-mining policy by acquiring new equip- 
ment from America at the expense of dollars, in order to earn a 
satisfactory dollar income in future from tin production. 


Shorter Notes 


The report of the Burnley Building Society for 1946 is the first 
among the larger societies, and it reveals some highly significant 
movements. Mortgage business reached a record figure 
£5,306,782. representing a rise of £2,606,864 over the previous 
year. The Society was accordingly able to absorb just over 
£1,000,000 of new share subscriptions—nearly twice the volume 
of the preceding year—and over £2,000,000 of deposits and loans, 


(Continued on page 223) 
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National Provincial 


Bank. Limited 


ESTABLISHED 1833 






Statement of Liabilities and Assets 
December 31st, 1946 





















LIABILITIES 
Capital paid up Ss és oe des £9,479,416 
Reserve Fund - a a 10,000,000 
Current, Deposit and other Accounts 727,210,886 


Liabilities for Acceptances, Parepererpt po. 


ments, etc. 19,803,064 





£766,493,366 
ASSETS SS ee 
Coin, Bank Notes and Balances with the Bank of 
England... ci eae ate as ..- £67,527,070 
Balances with, and Cheques in course of collection 
..on, other Banks in the United Kingdom and 
Ireland, and Cheques, Drafts, etc., in transit 
Money at Call and Short Notice ... Se eae 62,265,000 
Bills Discounted ahi 
“Treasury Deposit Receipts .. 
Investments ... 
Advances to Customers and ‘other ‘Accounts 
Bank Premises 
Liabilities of Customers for Acceptances, E Endorse- 
ments, Engagements, etc. 








HEAD OFFICE: 


15, BISHOPSGATE, LONDON, E.C.2. 


Affiliated Banks 
GRIND 


COUTTS & CO. LAY & CO. LTD. 






































NATIONAL DISCOUNT COMPANY, 


LIMITED. 


(Incorporating the business of Messrs. Reeves Whitburn.) 


Statement of Accounts, 31st December, 1946. 


LIABILITIES. £ £ 
CAPITAL Are 
0, wmeetes Gf Se FOR. ccc testes tee 675,000 
270,000 ‘ > Shares of £7 10s. 2... 22. ..e wee 2,025,000 
__ 2,700,000 
CapiTAL IssuED— 
160.335. A See -ol SF We, . 0.0 ~~ sec: | seer 000 423,332 
230,667 ““B” Shares of £7 10s. 2.0.00 22. oe. eee) -:1,730,003 
——-__ 2,153,335 
wees 2 PAID-UP, viz. :-— 


* Shares —fully > saa 





423,332 
“RB” Shares—£5 paid . 1,153,335 
1,576,667 
RESERVE sete 1,576,667 
PROFIT AND Loss AccounT— 
ROMME UWSEOMGS 50, ccs) ses stud ~~ dee ced. ne 71,904 
Balance at Credit ee ee cee ee | 
321,938 
3,475,272 
Deposits, secured and unsecured, contingency and other accounts, 
and provision for accruing expenses ‘ 116,139,402 
(including Liabilities of £114,341,237 secured on certain assets of 
the Company.) 
CONTINGENT LiApiLity—Bills Re-Discounted (excluding Treasury 
Bills) £5,886,808. 
£119,614,674 


ASSETS. 
CasH AT BANKERS ... aid? “abbr ieae. S.geen «Adee tock - ade oo Ree 
INVESTMENTS— 


British Government Securities 


... 15,559,697 

Bits Discountep, and Short-dated “Securities, “less provision for 
Rebate a . 102, sae 280 
LoaNs and SUNDRY AMOUNTS RECEIVABLE ... r ‘ 5,806 
FREEHOLD PREMISES at (approximate cost) .. een keen use oa ee 100:000 

Sussipiary Company— 

Shares Se eee oe eS ee ae ee 

eer hee en ee Sk a ee he re 
£119,614,674 

35, CORNHILL, LONDON, E.C.3. 
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Williams Deacon’s 


Bank Ltd. 


(Member of the London Bankers’ Clearing House) 


GOVERNING OFFICE : 
MOSLEY STREET... . MANCHESTER 


PRINCIPAL LONDON OFFICES : 
20, BIRCHIN LANE, E.C.3. 9, PALL MALL, S.W.1. 


OTHER OFFICES THROUGHOUT LONDON, 
LANCASHIRE, YORKSHIRE, CHESHIRE, DERBY- 
SHIRE, STAFFORDSHIRE AND NORTH WALES. 


CAPITAL ISSUED 

CAPITAL PAID UP 

RESERVE FUND ie ; 

CURRENT & DEPOSIT ACCOUNTS 

CASH IN HAND and at BANK OF 
ENGLAND _.... 

BALANCES WITH, and CHEQUES 
IN COURSE OF COLLECTION 
ON, OTHER BANKS in GREAT 
BRITAIN & IRELAND _.... 

MONEY AT CALL and SHORT 
NOTICE sie 

BILLS DISCOUNTED | 

TREASURY DEPOSIT RECEIPTS.. 

INVESTMENTS 7 

ADVANCES 


£8,125,000 
1,875,000 
1,100,000 
104,643,286 


9,237,934 


6,418,879 
10,727,828 

6,131,400 
27,500,000 
31,864,875 
14,925,537 
31st Simson 1946 


Good terms for 


Annuities 


e.g. a payment to us of £1,000 
will provide an income for life of 
£123 4s. for a man aged 70 or 
£103 4s. for a woman aged 70 


Write for details. 


The Equitable Life 
Assurance Society 


Founded 1762 


19 Coleman Street, London, E.C.2 


No shareholders No agents No commission 











BAY HALL TRUST 
LIMITED. 


Summary of Directors’. Report for the year ended 
31st December, 1946, and of the accompanying 
Statement by the Chairman, Sir Charles Hambro, 
K.B.E., M.C. 


DIRECTORS’ REPORT. 


The gross revenue amounted to £155,670 compared with 
£129,936 in 1945. After charging Debenture Interest, Income 
Tax, Directors’ Fees, Management and General Expenses 
amounting to £84,234, the net profit is £71,436. Adding £148,467 
brought forward, the total available for appropriation is £219,903 
and a dividend of 6 per cent., free of tax, is recommended, which 
will absorb £60,828, and leave £159,075 to be carried forward. 


At market prices on December 31st, 1946 (or where no 
market price existed at valuations by the Directors at that date 
amounting to £306,690), the Share and Debenture Holdings and 
British Government Securities had an aggregate value of 
£3,387,903, as compared with their book value of £2,089,195. 


CHAIRMAN’S STATEMENT. 


The net profit of £71,436 compares with £65,153 for 1945, 
an increase of £6,283. Double taxation relief allowable to the 
Company, amounting to 3s. 4d. in the £, has been taken into 
account in arriving at the provision for taxation shown in the 
Profit and Loss Account. At the end of 1946, the value of our 
investments showed an indicated appreciation of £1,298,708 over 
book cost. Over 96 per cent. of the investments, including 
British Government Securities, taken at the valuations at 
December 31st last, are situated in the United Kingdom, South 
Africa, and other parts of the British Commonwealth. Similarly 
measured, but excluding British Government Securities, about 
93 per cent. of the investments are in Ordinary stocks and ‘shares 
and the balance in fixed-interest-bearing securities. 





Live in your investment! 
Make your home your investment by asking your 


landlord to sell you the house you now rent. Then 
ask the Abbey National per Society to assist 










you in the ae. 1 Pee 
a <a ~~ es J 2 
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Consult the 


ABBEY NATIONAL 


BUILDING SOCIETY 


Head Office: ABBEY HOUSE, BAKER ST., N.W.1. WEL. 8282 
Chief City Office: National House, Moorgate, E.C.2. CEN. 6525 
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PHILIP. ‘HILL é PARTNERS 
LIMITED 


announce that they will be offering for Public 
Subscription on behalf of 


ODEON ASSOCIATED THEATRES 


LIMITED 


an issue of 


£3,500,000 31 per cent. First Mortgage 
Debenture Stock at par 


and 


1,250,000 41 per cent. Redeemable 
Cumulative Preference Shares of £l 
each; at :21/~ per -share, 
of that Company, 


.. The Lists will.open and close on 
WEDNESDAY — 5th FEBRUARY, 1947 


Prospectuses and Application Forms 
can now be obtained from 


The Company’s Bankers : 


NATIONAL PROVINCIAL BANK LIMITED, 
15, Bishopsgate, London, E.C.2, 


and Branches. 


The Brokers to the Issue : 


Messrs. 
CAZENOVE, AKROYDS & GREENWOOD & CO., 
12, Tokenhouse Yard, London, E.C.2. 


Messrs. ROWE, SWANN & CO., 
24, Old Broad Street, London, E.C.2. 


Messrs. JOSEPH SEBAG & CO., 
22, Old Broad Street, London, E.C.2. 


and from 


PHILIP HILL& PARTNERS LIMITED, 


IS KING ST., ST. JAMES’S, LONDON, S.W.|I. 
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COMPANY MEETINGS 


WESTMINSTER BANK LIMITED 
LARGE INCREASE IN DEPOSIT AND CURRENT 
ACCOUNT BALANCES 
REPRESSIVE EFFECT OF GOVERNMENT CONTROLS 


THE HON: RUPERT E. BECKETT’S REVIEW 


‘The annual ordinary general meeting of 

Westminster Bank Limited will be held, on 
the 5th instant, at the Head Office, 41 Loth- 
bury, London, E.C. 2. 
- The following are extracts from the state- 
ment by the chairman, the Hon. Rupert E. 
Beckett, which has been circulated with the 
report and accounts :— 

For the past vear deposit and current 
account balances show an increase of more 
than £130 million. It is certainly a problem 
how best to deal with these increases, as the 
rates prevailing for Treasury. deposit re- 
ceipts, Treasury bills, and market money, 
reduced te their present level in October, 
1945, have now keen in cperation for a full 
year, and have had some adverse influence 
on our gross interest earnings, though these 
have been rartially recouped by the elimina- 
tion of interest allowances on current 
accounts and the fixing of } per cent maxi- 
mum rate for deposits at 14 days’ notice. 
Favourable earning factors have been increases 
in the totals of advances and investments, but 
there have been very material increases in 
costs, particularly in staff costs, embracing 
salaries, wages, and pension liabilities. 

We have earned a profit available for dis- 
tribution of £1,366,622, which is less than 
1045 by £38,970. It has been decided to 
deal with this sum as follows:—To place 
£300,000 to officers’ pension fund, £200,000 
to bank premises reinstatement and rebuild- 
ing account, and to pay, less tax, the same 
dividends as last year. This year there 
appears for the first time in our statement of 
accounts the audited accounts of our forcien 
auxiliary, Westminster Foreign Bank; the 
year’s working has resulted in a modest profit. 
The Ulster Bank figures are satisfactory, 
though the profit is some £5,000 less than 
that for 1945. 


EFFECTS OF CHEAP MONEY POLICY 


I pass on to the subject that engrosses the 
attention of us all—our country’s economic 
well-being. Our Budgets are coming down 
to more tractable levels. We have succeeded 
i limiting the annual interest and manage- 
ment charges on our National Debt to about 
double the pre-war sum. But this moderation 
of the tax burden has been made possible by 
the unrelenting pursuit of cheap money, which 
is arbitrary and often inequitable in its effects. 
For a great many humble folk it whittles 
down their small incomes derived from 
Government investments, whilst, in another 
important direction, it creates serious and in- 
creasing difficulties for trustees and all con- 
cerned with pension and provident funds. A 
significant feature is that the continuous 
down-drive of Government interest rates 
forces investors to seek better yields else- 
where, inflating the prices of equities and of 
new share issues to levels which may not 
prove justified by actual trading results in 
the testing years ahead. 


SHORTAGE OF LABOUR 


In the field of labour, over 4,000,000 men 
and women have been demobilised from the 
Armed Forces and Auxiliary Services within 
the brief space of eighteen months, but our 
present labour force is only approximately at 
the same strength now as in June, 1939, and, 
moreover, is still maladjusted to to-day’s 
needs. Shortages of labour in particular 
trades are common, and there are also signifi- 


cant shortages of several. important raw 
materials. All this means irksome delays and 
hindrances to continuous running and smooth 
preduction. 


COAL INDUSTRY 


Our coal industry is in a most unsatisfac- 
tory state. The total production of coal since 
June, 1945, has been at the annual rate of 
185 million tons, against 226 million tons in 
1938. The present production is not suffi- 
cient to meet even our domestic and indus- 
trial needs ; consequently, our exports of coal 
are almost negligible. We must get more 
men, and especially young men, into the 
mines, inspired to work with a will and pro- 
duce to full capacity. If we cannot solve the 
coal problem our future as a leader in the 
industrial. world is indeed bleak, and our 
standard of living must remain low. 


EXPORTS 


The development of our export trade 
affords us some encouragement. We are now 
running at a level about 20 per cent above 
that of 1938. Even in a seller’s market, this 
may be accounted a creditable performance. 
It has been assisted by the drafting of con- 
siderable numbers of workers into the export 
industries, but it is of little use drafting more 
men into the export industries while shortages 
of important raw materials, shortages of 
power, and difficulties of transport block the 
way to progress. Too much of our export 
trade is being done with “soft currency” 
countries. Half our imports are coming from 
America and Canada and only 14 per cent of 
our exports are going there. The American 
and Canadian loats are helping us out for the 
time being, but Sir Stafford Cripps has re- 
minded us that the dollars are being rapidly 
spent, and cnce these are exhausted we shall 
have at our Cisposa! only those which we can 
earn. 


HOUSING, FOOD AND DOMESTIC GOODS 


The rehousing of our people continues to 
be slow and wholly inadequate to the great 
need ; the total of nearly 43,000 new perma- 
nent houses completed at the end of Novem- 
ber last is, in view of our need, trifling. Our 
food situation remains frugal and austere, 
and it is disappointing that we are still in the 
precarious position of facing possible cuts in 
our meagre rations, rather than passing on to 
a fuller and more varied diet. Domestic 
goods rem2in in short supply. Hardware 
goods are easier to obtain, but these goods, 
though useful, are secondary. The most 
urgent requirement of the people, apart from 
food, is clothing and footwear, and new stocks 
of household linens and furnishings, and for 
none of these is there early promise of sup- 
plies commensurate with the huge pent-up 
demand. 


We have not yet moved very far along the 
road to recovery. There are many factors 
impeding progress ; two comparatively new 
ones have to be taken into account. 


GROWTH OF GOVERNMENT INTERVENTION 


The first of these is the modern growth of 
Government intervention. The war forced us 
to turn the whole cf our energy and resources 
into the single task of its prosecution, and 
this entailed Government direction through- 
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cut our economy. Controls are mainly re- 
pressive in their effects, but the demands of 
peace ate all for freedom and enlargement. 


NEED FOR. INCREASED PRODUCTION 


The withdrawal of the principal controls is 
not yet practicable, but trade development is 
undoubtedly hampered by them, and their 
Mitigation, and eventual removal, must be 
kept ever in view. ‘The merits and demerits 
of nationalisation I shall not here discuss. But 
I do question the timeliness of so radical and 
far-reaching a change at this present junc- 
ture. Benefits cainot be expected to accrue 
except over the course of years. Our present- 
day problems are essentially short-term : we 
want tangible results in the shortest possible 
time. 

The withdrawal of the principal controls is 
note is the prevailing psychological attitude 
of our people. A spirit of apathy, of dis- 
inclination to exert oneself, pervades the 
whole community, and there is little sign 
anywhere of: willing and cheerful service. 
This is no doubt in part simply the ordi- 
nary reaction after so great and prolonged a 
war effort. It is partly attributable also to 
the very natural feeling of disappointment 
engendered by the continued shortages from 
which we suffer. While such an attitude per- 
sists we are not likely to put forth our best 
efforts, particularly when the general shortage 
of labour offers grezter opportunities for sloth 
to those inclined to take advantage, and when 
taxation falls so heavily on marginal earnings. 
With nationalisation spreading its tentacles, 
and the future of industry generally uncer- 
tain, many people—ard, regrettably, young 
people, in whose hands lies the destiny of our 
country are fecling the urge to play for safety 
and security. The spirit of adventure is being 
curbed and there is an unwonted readiness to 
go under the umbrella of a Government 
Department or a Government-owned in- 
dustry. There are far too many acting in 
this way, and “ non-productive’’ labour is 
growing out of all proportion to “ produc- 
tive’ labour. Incidentally, one cannot help 
noticing the mental confusion of the indi- 
vidual who demonstrates his conception of 
freedom and independence by consistently 
flouting his trade union leaders and at the 
same time votes himself into the constriction 
and possible tvranny of the “closed shop.” 
While the popular slogans persist of shorter 
hours and more money, less adventure and 
initiative and more securitv, we shall not 


‘travel far on the road of recovery. 


With all these considerations in mind it is 
obvious that our progress must inevitably be 
gradual, but that for the reasons I have out- 
lined it is being impeded unnecessarily by 
some obstructions capable of removal, or at 
least of moderation, to our national advan- 
tage. We must work, and speedily. Com- 
petitors, some suffering few of the disabilities 
under which we labour, are getting off the 
mark quicker than we are. and unless we 
hasten we shall be left well behind in the 
competitive years that lie ahead. 

The heart of all our problems is produc- 
tion. With shortages of modern machinery 
and equipment, we must rely ultimately on 
manpower. Production means taking off our 
coats, disregarding the clock, forgetting the 
immediate rewards, and slogging at our jobs. 
It is the hard way to our salvation, but there 
is no other. And a bit of conscientious work 
will heip us to regain that morale and self- 
respect we stand in danger of losing. 

If, starting with the coal industry, all 
workers in all walks of life—directorates, 
managements and rank-and-file will rededi- 
cate themselves to their daily tasks, working 
not in self-interest alone, but in the true team 
spitit, the sooner will a greater and brighter 
day dawn for Britain and once more prove 
that her long and distinguished industrial 
record is justified by the sterling qualities still 
inherent in her sons to-day. “In due season 
we shall reap if we faint not.” 
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TECALEMIT, LIMITED 


INCREASED PROFIT AND DIVIDEND 


MR. S. G. GATES’ REVIEW 


The twelfth ordirary general meeting of 
Tecalemit, Limited, was held, on the 31st 
ultimo, at Winchester House, Old Broad 
Street, London, E.C., Mr S. G. Gates, the 
chairman, presiding. 


The chairman, in moving the adoption of 
the report and accounts, said: Ladies and 
gentlemen,—Demand for the company’s pro- 
ducts has steadily expanded throughout the 
year. Production, however, has not been 
able to expand in proportion, owing, in the 
earlier months of the year, to a shortage of 
labour following on the removal of the 
Essential Work Order and, more recently, to 
an equally severe shortage of raw material, 
particularly steel sheet and steel bar. More- 
over, our troubles have throughout been 
accentuated by lack of factory space. In 
fact, from the point of view of production, 
the past year has been one of the most diffi- 
cult in the company’s history. During receat 
months there has been an improvement in 
output, and, given normal conditions, this 
improvement should be progressive. But 
until supplies of coal and steel become more 
plentiful our situation, like that of most 
engineering firms, must remain precarious. 

During the year our Coventry subsidiary 
has, with the consent of the Board of Trade, 
changed its name to Coventry Precision Engi- 
neering and Repetition Company, Limited. 
This change was made in order to bring the 
company’s title more into line with the class 
of product which it has now been making for 
a number of years. At present, only a por- 
tion of Ccventry’s capacity is being used for 
aero work, the remainder being devoted to 
the manufacture of those Tecalemit products 
which require the highest degree of 
precision. 

Our Australian company is in process of 


transferring its headquarters from Melbourne . 


to Adelaide, where a larger factory has been 
acquired in order to provide for the increasing 
demand for Tecalemit products in the 
Dominion. 


LARGE INCREASE IN EXPORTS 


Direct exports to which, in accordance 
with Government policy, we are giving high 
priority, are now running at about five times 
the value of our exports in pre-war years. 
But our main participation in exports is in- 
direct, through the incorporation of our pro- 
ducts as standard equipment on motor-cars 
and machinery of all kinds. We are making 
every endeavour to expand our business! 
abroad, and Mr Taylor is at present in South 
Africa on a visit which has this object in 
view. On that account he is unable to be 
present at to-day's meeting. 


PROFIT AND DIVIDEND 


The profit for the year, after providing for 
income-tax (less net E.P.T. repayable 
£10,700) is £120,081, as compared with 
£111,249 last year. This figure includes a 
dividend from our French associate com- 
pany, but in view of the difficulties under 
which French industry is labouring at the 
moment I am afraid that we must not look 
for any return from that source this year. 


Our dividend rate has remained unchanged 
since 1940, despite the enormous rise in 
wages and prices which has taken place in 


the meantime. _The view of your directors is 
that a modest increase in the rate of dividend 
is now justified,-and their recommendation 
is that a final dividend of 14 per cent. be 
paid, making a total of 20 per cent. for the 
year. If adopted, this recommendation will 
leave the carry-forward at £69,324, as against 
£50,188 brought in. 


BALANCE SHEET ITEMS 


I will now turn to the balance-sheet. before 
you. You will observe that a further £15,000 
has been placed to obsolescence reserve, 
making a total of £40,000 under this head. 
As I explained last year, this reserve is a 
provision created to cover the possibility of a 
loss, or, alternatively, an increased liability 
to taxation which may arise on the realisa- 
tion of certain plant required for wartime 
purposes. The reserve has now reached the 
full amount which can possibly be required 
for this contingency. 


A provisional payment of £138,034 has 
been received by way of refund of Excess 
Profits Tax. It is thought that the final 
figure, which cannot yet be exactly deter- 
mined, will wot differ greatly from the 
amount already received. 


The bank overdraft on July 31, 1946, stood 
at £35,756, as. compared with £209,028 a 
year before. this decrease being due to the 
refund of E.P.T. already referred to and the 
reduction of stock and work in progress from 
£692,094 to £530,173. 


INCREASE OF CAPITAL 


It has, nevertheless, been obvious, as I 
indicated last year, that fresh capital was 
required. The permission of the Capital 
Issues Committee having been received, a 
further issue of 514,124 shares of the com- 
pany’s authorised, but unissued capital has 
been made to existing shareholders in the 
proportion of three shares to every ten held. 
These shares have been issued at 22s. and 
will produce approximately £550,000 after 
expenses, which sum the board considers 
necessary to finance the further expansion of 
the company’s business and to build new 
factory premises now urgently required. ‘To 
this latter end negotiations have been under- 
taken with the Plymouth City Council for 
the leasing of a factory site in Plymouth, 
where the necessary labour is available for 
our purposes. As part of the site needs to 
be acquired by compulsory powers, the 
matter is still swb judice ; but we hope for a 
favourable decision shortly. The new fac- 
tory will relieve the strain on our existing 
production resources and permit us to intro- 
duce new products for which no space is at 
present available. Considerable thought has 
already been given to its design, and it is 
hoped that improved lay-out and the most 
modern equipment will in time enable us to 
produce in larger quantities and at lower 
cost. 


You will, I am sure, learn with regret that 
Mr W. J. Parslow, who had been in poor 
health for some time, was compelled on 
medical advice to tender his resignation from 
the office of managing director on Novem- 
ber 1st last. Mr Parslow had been with the 
company for twenty-two years and had 
played a considerable part both in building 
up its business and in steering it through the 
difficulties of wartime. He carries with him 
in his retirement the best wishes of his 
colleagues. 


The report and accounts were adopted. 
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MUFULIRA COPPER MINES, 
LIMITED 


MR. CHESTER BEATTY’S 
STATEMENT 


The adjourned seventeenth ordinary 
general meeting of Mufulira Copper Mines, 
Limited, was held on the 28th ultimo. 

The following is an extract from the state- 
ment of the chairman, Mr A. Chester Beatty, 
which was circulated with the report and 
accounts : — 


The production of blister copper for the 
year ended June 30, 1946, amounted to 
50,040 long tons. This represents a decrease 
of 8,235 long tons compared with the output 
for the preceding year, and corresponds fairly 
closely to the production rate forecast in my 
last statement. 

The cost of production for the year on an 
f.o.b. Beira basis before provision for replace- 
ments, was £42 17s. 4d. per long ton ot 
blister, compared with £38 9s. 7d. for the 
preceding year. The average price realised 
on sales for the year was £57 17s. 11d. per 
long ton of blister, compared with 
£53 Os. 11d. for the preceding year. 


THE YEAR’S PROFIT 


The balance carried from the operating 
account to the profit and loss account is 
£785,601. After deducting London expenses 
and loan stock interest and_ transferring 
£200,000 to replacements reserve the profit 
carried to the appropriation account is 
£537,549. representing a decrease of about 

88,000 compared with the corresponding 
figure for the preceding year. 

As was the case last year, owing to reduced 
output and higher costs the profit resulting 
from mining operations was less than the 
the standard profit for excess profits tax 
purposes and in consequence we drew still 
further on the excess profits tax “ cushion ”; 
this is reflected in the credit of £511,000 
appearing in the appropriation account in 
respect of estimated excess profits tax recover- 
able for the year. 

After debiting the appropriation account 
with £404,000 representing income-tax pay- 
able on the profit for the year and the liability 
for income-tax which results from our draw- 
ing on the E.P.T. “cushion,” there was a 
net profit after taxation, of £644,549, out ot 
which £35,700 was transferred to loan stock 
redemption reserve, leaving a net profit for 
the year of £608,849, which compares with 
a figure of £339,416 for the previous year. 

The directors declared a dividend of 3s. 6d. 
per share less tax at 9s. in the £ costing a 
net amount of £470,554, and leaving a bal- 
ance of £138,295 which added to the amount 
of £192,161 brought forward from last year, 
gives a balance of £330,456 to be carried 
forward. 


TAX POSITION 


I am pleased to say that H.M. Inspector 
of Taxes has admitted a claim for a revision 
in the method of computing the profits ot 
the standard period for the purposes of ex- 
cess profits tax with the result that there is 
a substantial reduction in the company’s 
liability for tax. The revised basis has been 
adopted in computing the profits for the year 
ended June 30, 1946, and the result has been 
to effect a saving in taxation for the year of 
about £125,000 as compared with the com- 
putation on the original basis. In regard to 
the years up to June 30, 1945, we estimate 
that the revision will result in a reduction 
of over £450,00 in the liability for taxation, 
and it follows that there is a corresponding 
over-provision for taxation in those past years. 


The company’s appeal in connection with 
other taxation matters has been set down for 
hearing by the City Commissioners in the 
near future and we expect that when this 
appeal has been settled it will be possible 
to dispose of the other questions namely 
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valuation .of copper stocks for purposes of 
excess profits tax and “surplus cash.” In 
view of the complications and inter-relation 
of the various taxes it is difficult to state the 
exact amount involved in the stock valuation 
and “surplus cash” questions, but the 
amount is estimated to be in the neighbour- 
hood of £500,000, all of which has, of course, 
been included in the provision for taxation 
set aside out of profits. - 

; COAL. SITUATION Z 

The coal situation has caused: and continues 
to cause us much concern. There is no 
shortage of coal production at the colliery 
and the problem is entirely one of transport, 
due to the failure of the Rhodesia Railways 
to mieet all the traffic requirements of the 
territories served by this railway system. 
The..prospects for the current year are not 
promising and inevitably production will suf- 
fer on this account. 

The report and accounts were adopted. 


OROVILLE DREDGING 
COMPANY, LIMITED — 
. INCREASED COSTS 


The thirty-fifth ordinary general meeting 
of Oroville Dredging Company, Limited, was 
held, on the 30th ultime, at 49, Moorgate. 
Mr W. H. Geikie presided in the absence 
through indisposition of the chairman, Mr 
Frederick W. Baker. , 

The following is extracted from the chair- 
man’s address circulated with the report and 
accourts:—This year we have published 
consolidated accounts of Oroville and its sub- 
sidiary, Pato Munes (Colombia), Limited. 
Fhe consolidated profits statement shows 
that the combined profit for the two com- 
panies was £39,330. Of this £34,375 is to be 
distributed to Oroville shareholders and £30 
to the outside shareholders of Pato. Mines. 

The recovery of gold by Pato Consolidated 
for the year ended April 30, 1946, was con- 
sidered satisfactory by the management of 
that company. The production for the first 
six months of the current year—that is, to 
the end of October, 1946—amounted to a 
total of $1,385,825 with gold at $35 per ounce 
from 7,326,000 cubic yards. A further divi- 
dend of 15 cents, plus a bonus of § cents, 
has been received in December, 1946, on 
account of the year to April 30, 1947. 

Living costs in Colombia have increased, 
and as a result higher wage scales are now 
prevailing. Freight rates to and_ within 
Colombia have nearly doubled, and in addi- 
tion to this the cost of equipment and supplies 
at source has increased by about 30 per cent. 
Future operating costs, including Colombian 
taxation and the price of gold, will decide as 
to what extent the marginal reserves can be 
handled at a profit. The management are 
endeavouring to step-up the drilling of some 
of the large untested areas, though this is 
being held back somewhat by the difficulty 
in obtaining drilling equipment. Everything 
possible is being done to further the installa- 
tion of the small new river-type dredge, and 
also the large dredge which is to handle about 
6,000,000 yards a year, but in view of the 
supply position in the United States it will 
be fortunate if the former is in operation by 
the end of 1947, and the latter by the end 
of 1948. On the whole, the year to April 30, 
1946, was a difficult operating year in many 
ways, and particularly in regard to lack of 
supplies and shortage of suitable trained 
personnel. 

The factors affecting operations and costs 
at Pato Consolidated apply in full measure to 
those of Asnazu Gold Dredging, Limited. 
No dividend was received from Asnazu dur- 
ing the year, but in February, 1946, the 
entire Asnazu project was thoroughly re- 
viewed by the management of that company 
and a revised operating programme was out- 
lined. It is a reasonable expectation that this 
revision will permit the resumption of divi- 
dends within the next year or so. 

The report was adopted. 
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JOSEPH NATHAN AND COMPANY, LIMITED 


GLAXO EXCHANGE APPROVED 
RECOVERY OF OVERSEAS TRADING 


The forty-seventh ordinary general meet- 
ing of Joseph Nathan and Company, Limited, 
was held, on the 30th ultimo, at the Aber- 
corn .Rooms, Great Eastern Hotel, Bishops- 
gate, London,. E.C., Sir Harry Jephcoit, 
M.Sc., F.R.I.C., Ph.C. (chairman of the 
company), presiding. 

The secretary (Mr J. A. Nathan, A.C.I.S:) 
read the notice convening the meeting and 
the report of the auditors. 

The following: is: the statement by the 
chairman which had been circulated with the 
report and accounts for the year ended’ 
September 30, 1946, and-was taken as read : — 

During the year-Mr Alec Nathan -retired 
from the board after forty years’ service with 
the company. as a director, and as chairman 
of the board for the past nineteen years. 
By his foresight and untiring energy, he 
greatly contributed to the growth of the 
company. 


CONSOLIDATION OF RESOURCES 


Of recent years the chairman has repeatedly 
declared the policy of the board to be the 
direction of the company’s resources into 
those channels which were judged to offer 
the greatest scope for development. ; 

The policy has now been brought. to its 
full consummation by the disposal of the 
company’s principal freehold property in New 
Zealand and an agreement for the sale of 
Joseph Nathan and Co. (N.Z.), Limited. 

The effect of all these operations is that, 
except for an investment in a subsidiary 
company and some small properties, your 
company has only one asset—its investment 
in Glaxo Laboratories, Limited. Under these 
circumstances, there no longer remains any 
useful or rational purpose in the continuance 
of Joseph Nathan and Company, Limited. 
Indeed, to continue it would have the effect 
of making it cumbersome and difficult, if not 
impossible, for the directors to keep you as 
fully informed of the company’s activities as 
they desire, or as is their duty. 

All stockholders’ rights will be precisely 
the same as at present and all will benefit 
from the enhanced security which the direc- 
tors are confident will accrue from focussing 
the company’s resources within the Glaxo 
Laboratories, Ltd. 


THE GLAXO LABORATORIES, LIMITED 


In the statement to stockholders very full 
information is given with respect to the past 
record of the Glaxo Laboratories together 
with accounts for the financial year ended 
September 30, 1946. There is no occasion 
to refer to these figures; they speak for 
themselves. The progress which has been 
characteristic of Glaxo since its formation 
as a company and, for that matter, many 
years previously, has been well maintained. 

Export trading is no new venture for the 
Glaxo organisation ; it is almost as old as 
Glaxo itself. It is perhaps significant that 
the company had its origin overseas, and the 
pioneering spirit which characteristed the 
earliest history of Joseph Nathan and Com- 
pany, Limited, found new expression in the 
world-wide development of the Glaxo labora- 
tories. For more than 25 years export has 
constituted a very large proportion of the 
Glaxo Company’s business. By 1939 Glaxo 
Laboratories, Limited, was firmly established 
in many overseas markets in India, Australia, 
New Zealand, Italy and South America 
through its subsidiary companies, and in 
very many other countries with its own 
resident staff and experienced agents of 
proved ability. 

The war imposed a severe check upon 
this export development. A large number 


of the overseas stafi were on active service 
and the markets were, in many cases, only 
kept alive with. such token quantities of 
goods as the circumstances permitted. The 
very rapid redevelopment of this export 
business has demonstrated in. most. satis- 
factory manner the prestige which attaches 
to the Glaxo products and the. goodwill 
which has been built up. 3 

It-is a matter of particular satisfaction that, 
during: the year, sales in overseas markets. 
have been. more than. three times the sales 
in 1939. 


PENICILLIN PRODUCTION 


_ The company’s deep fermentation Penicil- 
lin plant at Barnard Castle came into opera- 
tion during the year and we have had the 
distinction of producing a large quantity of 
Penicillin of such high quality as has greatly 
added to the company’s reputation with the 
medical profession. ‘This is a new process 
which is passing through a phase of very 
rapid evolution: within the short time during 
which we have been operating, improve- 
ments have been developed which we must 
adopt in production practice if we are to 
Maintain out position, especialy in overseas 
markets in the face of American competition. 
This will call for the courage to “scrap and 
replace,” employing plant of improved de- 
Sign as rapidly as improved technique dic- 
tates. This is an expensive procedure, but 
vitally necessary to establishing a firm 
foothold in so new a technical field. For 
these reasons It 18 not to be anticipated that 
penicillin will contribute in a substantial 
degree to increased profitability during the 
development phase which will characterise 
the immediate future. 

Further extensions of our activities in the 
held of antibiotics and the pressing need 
for increased manufacturing facilities to 
meet the expansion of our pharmaceutical 
trade have called for the Provision of addi- 
tional accommodation. With these ends in 
view, an appropriate site has been secured at 
Ulverston in Lancashire. Plans for de- 
velopment along these lines are being 
actively pressed forward. 

he new conditions of pay, together with 
the five-day week, wherever the nature of 
the operations permit, have been greatly 
apreciated by the staff. This scheme, at its 
inception, was in some degree experimental 
and it is highly satisfactory to record that, 
thanks to the excellent co-operation of staff 
and management, output has not suffered. 


STOCKHOLDERS APPROVE PROPOSALS 


As. will be readily appreciated from: this 
brief review, from the accounts and from 
the information in the accompanying circular 
to stockholders, your company—Joseph 
Nathan and Company, Limited—is now, in 
all but a formal sense, Glaxo Laboratories, 
Limited. If the proposals which are now 
being placed before you are accep&d, the 
effective position will be brought to practi- 
cal reality. 

The report and accounts were unanimously 
adopted and the dividends as recommended 
were approved. 

At separate general meetings of the 7 per 
cent.. cumulative “A” preference stock- 
holders, the 8 per cent. cumulative preferred 
ordinary stockholders and the’ ordinary 
stockholders, and at an_ extraordi dary 
general meeting of the company subse- 
quently held, resolutions were passed 
approving the voluntary liquidation of the 
company and the exchange of stock in the 
company for equivalent stock, class for class, 
in Glaxo Laboratories, Limited. 
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WILLIAMS DEACON’S BANK LIMITED > 


“ EMINENTLY SATISFACTORY RESULTS” 
MR G. P. DEWHURST’S ADDRESS 


The annual general meeting of Williams 
Deacon’s Bank Limited was held, on the 
30th ultimo, at Manchester. 

The following are extracts from the state- 
ment which has been circulated by Mr G. P. 
Dewhurst, the chairman, in advance of the 
meeting. 


BALANCE SHEET ITEMS 


Our deposits at £104,643,000 show us an 
increase of 23 per cent. over last year’s totals 
and for the first time in the history of the 
bank have passed the £100 million mark. 

A similar proportionate expansion of de- 
posits differing only in relatively small degree 
has been the experience of the other clearing 
bankers during the year. This general in- 
crease—hitherto unequalled in so short a time 
in English banking—is not a phenomenon to 
be viewed with complacency. I will refer to 
it again in a moment or two. 

Acceptances and credits opened have in- 
creased by £475,000, a reflection of the 
finance of imports handled during the war 
years by the various Ministries, and also a 
welcome reflection of the greater use of the 
documentary credit, often to facilitate the 
movement of goods which do not touch the 
shores of this country. 

Endorsements and other obligations show 
an increase of £519,000. 

On the other side of the sheet our cash, 
balances with other banks, money at call, 
bills, and Treasury deposit receipts show an 
increase of £13,843,000 and at over {£60 
million are equal to 57 per cent. of our 
deposits, and I may perhaps remind you that 
the average earnings on that group of assets 
have, during the year, been at the rate of less 
than half of 1 per cent. per annum. 

There has been an increase in investments 
of £2,628,000, taking the total to £31,864,000. 
It will be seen, therefore, that the liquid posi- 
tion of the bank needs no emphasis. 

Advances at £14,925,000 give us a welcome 
increase of £3,338,000. This addition is well 
spread and there are indications that once the 
difficulties of supply are surmounted cus- 
tomers’ demands wil! broaden. 

Turning now to the figures of profit and 
loss, our net profit, after making the usual 
provisions appears at £238,547 Ios. 2d., or 
an increase of over £22,000 on the year. 

This profit, with a balance of £115,489 
brought forward from last year, gives us a 
total of £354,036 Ios. 6d. now to be dealt 
with. 

After transferring £100,000 to pension 
fund we are in a position to pay dividends at 
the rate of 123} per cent. on both our “A” 
and “B” shares and carry forward to next 
year’s account £125,130 5s. 6d., as against 
£115,489 brought in. 


SSATISFACTORY RESULT 


This, I submit, is an eminently satisfactory 
result if we take into account the inevitably 
increased overhead expenses, including larger 
salaries through the higher scale of staff re- 
muneration, even though these have been 
offset to some extent by the employment of 
increased. deposits and the reduction in 
taxation. . 

There has been a noticeable and gratify- 
ing increase in the volume of new business 
that has come to the bank during the past 
year. In addition, our customers are avail- 
ing themselves more and more of the services 
of our trustee departments, while the in- 
crease in the volume of foreign business has 
imposed a heavy strain upon the staffs of our 
foreign departmerts both in Manchester and 
in London. 

Turning for a moment to wider questions, 
I think the past year can be described as 2 


period during which the bulk of the switch- 
over from war production to the needs of 
peace was smoothly effected and when the 
difficulties inherent in the immense move- 
ments of labour not only from the Services 
back into industry, but from the war indus- 
tries into other lines of activity, were suc- 
cessfully surmounted. Both these constitute, 
of course, very considerable achievements. 


PROMISING START OF EXPORT DRIVE 


In addition, the past year has seen the 
opening of what will be a grim struggle to 
achieve an export trade sufficient, after allow- 
ing for the diminution of our invisible ex- 
ports, to maintain the standard of life to 
which we have been used. The official target 
for exports of 75 per cent. in volume above 
the 1938 figure has, of course, not been 
reached or even approached during the year. 
That is not surprising. In fact, I think it 
may be said that a promising start has been 
made inasmuch as the actual visible adverse 
balance is less than for 1938, but it must be 
remembered in this connection, firstly, that 
half of our pre-war overseas investments have 
been sold; secondly, that there is a heavy 
deficit of over £300 million in the balance of 
trade . with those hard currency countries 
which provide so many of our indispensable 
imports ; thirdly, that in a matter of months 
we are under obligation to restore free con- 
vertibility of sterling for current transactions ; 
and, lastly, we should remembef, as I said 


. last year, that the contiition of a seller's market 


will only obtain for a limited period, perhaps 
more limited than we think. 


When, in addition, one notices that the 
export curve tended to flatten towards the 
end of the year, it will be seen that a testing 
time lies in front of us when the resources of 
the Canzdian and American loons have been 
reduced or used up, when the free converti- 
bility of sterling for current transactions 
obtains and when full competitive conditions 
return. 


Nevertheless, the dislocation brought about 
by the war was bound to be profound, and 
we have at any rate the satisfaction of noting 
that the trade deficit for 1946 is very con- 
siderably less than was forecast by the 
British experts at Washington. 


NEED FOR INCREASED PRODUCTION 


As to the future, the crying need is for 
production, which involves hard work from 
all classes and I am glad to see that in the 
recent White Paper the facts are clearly 
stated so that no section of the community 
should be in any doubt as to its duty but 
there is, I am bound to say, a considerable 
difference between posing the problem and 
achieving the solution, and I wonder 
whether in spite of the vital importance of 
exports at this stage some psychological im- 
petus to the working man by means of an 
increase in the number of consumer goods 
available in the home market might not be 


good business. 


As regards fuel; the shortage of coal has 
become a standing menace to the whole 
industrial structure of the country. Under 
these circumstances the Government’s 
scheme of fuel rationing is to be welcomed 
in so far as each industry now has some 
measure of certainty about its reduced sup- 
plies. The. coal question is the kernel of 
our problem, although one of its troubles— 
shortage of labour power—is common and 
likely to be common throughout industry. 
In connection with this shortage I support 
the voices that have been raised suggesting 
the employment of foreign labour. 
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CHEAPER MONEY POLICY 


Internally the drive for cheaper. money 
has continued throughout the. year, cul- 
minating in a “long” 23 per cent. Tap 
issue. ‘the Chancellor has tnus achieved a 
technical success of the first order and ‘it 
may well be that his pians dovetailed: into 
the nationalisation programme. 

No responsible person would, I think, 
care to dispute the necessity for low money 
rates in view of the size of the National 
Debt and the pressing needs of reconstruc- 
tion, but cheaper money tends to bring 
certain disadvantages; indeed when coupled 
to heavy taxation the result is inevitably to 
weaken incentive, to discourage thrift and 
to encourage extravagance, while the effect 
on that deserving section of the community 
which is living, or trying to live, on the in- 
come of its past savings is notably hard. 

I referred a moment ago to the increase 
in bank deposits which the past year has 
witnessed, remarking that it was not a 
phenomenon to be viewed with com- 
placency. This concomitant of the cheap 
money policy arises from the support which 
the Government during its operations has 
given to the gilt-edged market, and also 
from the desire of the public to maintain 
a liquid position. The latter motive is not 
far removed from a reluctance to invest— 
an ominous portent. During the first eleven 
months of the year the deposits of the 
Clearing Banks went up by £650 million, 
over £400 million of which has been lent 
back to the Government, while the move- 
ment has been accompanied by a continua- 
tion of the long rise in Stock Exchange 
prices. 

I should imagine that the long-term im- 
plications of an extremely cheap money 
policy must now be receiving the careful 
consideration of the authorities. In fact, 
however much one endorses a cheap money 
policy a point is bound to come where the 
advantages of any further progress along 
that road must be considered in the lighr 
of the disadvantages. It may be that that 
point has been reached and the Chancellor 
will be content with his victories and rest 
on his laurels. 


COTTON TRADE 


While nationalisation of the principal in- 
dustries of the country has been the main 
feature of the Government’s policy during 
the year, the cotton trade of Lancashire has 
been exempt from any such project, but at 
the instance of the President of the Board 
of Trade a Working Party, with the wides! 
terms of reference, under the chairman- 
ship of Sir George Schuster, has been 
formed to examine the industry with ali 
its ramifications and report. 

This Report has been on the whole well 
received by the trade, and has now been 
followed up by a declaration of the Govern- 
ment’s attitude in the matter conditional on 
certain undertakings by employers and 
operatives, the main features of which are 
the re-equipment and modernisation of the 
mills, the grouping of mills into larger units, 
the introduction of double shift working, 
and the acceptance by both parties in the 
industry of labour deployment and 
utilisation. 

Given the observance of these conditions, 
the Government are prepared to make a 
grant of 25 per cent. towards the cost of the 
mechanical re-equipment of the spinning 
mills, which will carry a priority of delivery 
from the textile machinists. 

In striking contrast to the above appears 
the decision of the Government against, in 
my view, the best opinions of the industry 
to close the Liverpool Cotton Market. The 
prestige of that market was ‘mmense. Even 
at this late hour, I trust the Government’s 
decision is not irrevocable. 

As was to have been expected, the yeat 
has been one of great activity in the en- 
gineering trade, and it is, however, encourag- 
ing to note that the steel output of the whole 
country was almost 1,000,000 tons higher 
than in 1945. 

The report and accounts were adopted. 
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MIDLAND BANK LIMITED 


ANNUAL MEETING OF 
SHAREHOLDERS 


The ordinary general meeting of share- 
holders of the Midland Bank Limited was 
held, on the 29th ultimo, at the Head Office, 
Poultry, London, E.C.2. The Most Hon. 
The Marquess of Linlithgow (the chairman) 
presided. 

The chairman proposed the motion for the 
adoption of the report of the directors and 
the audited statement of accounts for the 
year ended December 31, 1946, which was 
seconded by Lord Royden (director) and 
passed unanimously. 

Resolutions were carried authorising the 
payment on February Ist of a dividend at 
the rate of 8 per cent. actual, less income 
tax, for the half-year ended December 31st 
last ; re-electing Colonel The Hon. G. K. M. 
Mason, D.S.O., J.P., and Sir Francis 
L’Estrange Joseph, Bt., K.B.E., J.P., D.L., 
as directors ; fixing the sum payable to direc- 
tors; and reappointing Messrs Whinney, 
Smith and Whinney as auditors for the 
ensuing year. 

The meeting closed with a vote of thanks 
to the chairman, proposed by Sir Frank 
Newson-Smith and seconded by Mr Edward 
Simmons, 


BIGNELLS, LIMITED 
PROFITS MAINTAINED 


The tenth annual general meeting of 
Bignells, Limited, will be held, on the 7th 
instant, at Rushden, Northants. 

The following is an extract from the 
statement of the chairman (Mr Arthur J. 
Bignell) circulated with the report and 
accounts : — 

The accounts for the year under review 
show the results of the company’s first com- 
plete post-war year’s trading, and it is very 
satisfactory to know that, in spite of the 
difficult trading conditions which we have 
experienced, our profits have been more 
than maintained. Our gross trading profit 
at £66,597 was slightly in excess of that for 
the previous year, but owing largely to the 
reduction in the rate of excess profits tax 
as from January 1, 1946, our net profit for 
the year amounted to £28,459, which is 
approximately £11,000 higher than that for 
the previous year. 


In drawing your attention to the E.P.T. 
post-war refund of £19,608, I would mention 


-that during the year additions to property 


and alterations and improvements to our 
Kettering factory have been completed at 
the cost of £10,596, which expenditure is 
on. account of our post-war development 
programme. . 

Owing to unforeseen building difficulties 
and delay in the installation of new plant 
my expectations regarding production at our 
Kettering factory have not been fulfilled. 
However, in a short time we shall be pro- 
ducing Goodyear welted shoes at this fac- 
tory. Our Station Road factory, Rushden, 
has been derequisitioned and completely re- 
fitted and reorganised, and 1s now in satis- 
factory production. 

During the year under review, there has 
been a considerable expansion in our export 
trade, and, when licences are more freely 
granted, our goods will be circulating in most 
of the world’s markets. 


MARTINS BANK LIMITED 
ANNUAL GENERAL MEETING 


The one hundred and sixteenth annual 
general meeting of Martins Bank Limited 
was held, 01 the 28th ultimo, at the Head 
Office, Liverpool, Mr F. A. Bates, M.C., 
A.F.C., D.L., chairman, presiding. . 


The chairman said that his statement had 
already been circulated to members, who he 
hoped would appreciate the soundness of the 
balance-sheet and the excellence of the results 
of the past year, coupled with the evident 
growth and progression of the bank’s service 
to its customers. 


The chairman moved the adoption of the 
report and accounts and approval of the 
recommended final dividend, making 15 per 
cent. for the year. Mr R. V. Buxton, D.S.O., 
a deputy-chairman, seconded, and the resolu- 
tion was carried. 


On the motion of Sir Harold Parkinson, 
O.B.E., seconded by Mr A. M. Buxton, Mr 
F. A. Bates, Mr J. H. B. Forster, D.L., Mr 
H. Mancknols Walton and Mr Myles L. 
Kenyon were re-elected directors. 


Mr Lewis Rhodes proposed, and Mr Alan 
J. Stott seconded, the reappointment of 
Messrs Harmood, Banner, Lewis and 
Mounsey, Liverpool, Messrs Peat Marwick 
Mitchell and Company, London, and Messrs 
Thomas Bowden Sons and Nephew of New- 
castle-upon-Tyne, as auditors. The motion 
was carried. 


Alderman Edwin Thompson submitted a 
vote of thanks to the chairman for his past 
services, particularly throughout the war 
period, and this was cordially approved. 


221 
The chairman, in reply, spoke of the admir. 


sable spirit which animated the conduct of the} 


affairs of Martins Bank, and the valuable! 
support which this engendered from the com- 
mercial community which it served. He also 
expressed his gratitude to the general mana- 
ger and to the management and staff for their 
zealous service in the bank’s interest. 


Mr J. McKendrick, chief general manager, 
speaking for management and staff, said Mr 
Bates, who had occupied the chair for a 
longer period than any previous chairman in 
the history of the bank, had always encour- 
aged a broad and progressive outlook, and 
this had been reflected in- every department 
of the bank’s work. 


S. HUBBARD, LIMITED 
DEVELOPMENT PROGRAMME 


The 23rd annual general meeting of S. 
Hubbard, limited, was held on 29th 
ultimo, in London. 

Mr G. O. Hubbard (Managing Director) 
said that during 1946 the company had 
made various changes in its organisation to 
meet current conditions. As a result the 
values of the company’s sales during 1946 
were increased by 35 per cent. The net 
profit for 1946 was £132,000 compared with 
£79,000 in 1945. The Directors recommen- 
ded that the same dividend should be paid 
as in earlier years, namely 10 per cent., less 
income tax. 

The company’s programme of develop- 
ment would involve further capital expen- 
diture amounting to £140,000. The com- 
pany proposed to raise approximately 
£300,000 by the issue of 200,000 four-and-a- 
quarter per cent. cumulative preference 
shares of £1 each at 21s. per share, and 
160,000 ordinary shares of 5s. each at 
13s. 6d. per share. The preference shares 
would be offered for public subscription but 
applications from the shareholders would 
receive preferential consideration on allot- 
ment. The ordinary shares would be 
offered to the existing shareholders. 

As regards the future prospects of the 
company, the directors were confident that 
their proposals would place the company’s 
finances on a sound footing. As the pro- 
posed programme progressed, the company 
would be able to provide hat manufacturers 
with increasing quantities of wool and fur 
felt hoods and capelines at economic prices 
and continue to play its part in supporting 
the hat trade in the prodution of hats at 
reasonable price values. In their opinion 
the future success of the whole trade lay 
in the possibility of the public buying 
quality hats in increasing volume at the 
lowest prices. The prospects for 1947 
appeared good. 

The report was adopted. 





NOTICES 





VICTORIA UNIVERSITY COLLEGE 
WELLINGTON, NEW ZEALAND 


DOMINION OF CANADA 
TWO-AND-A-HALF PER CENT INSCRIBED STOCK, 1947. 
For the purpose of preparing the Interest Warrants due April 1, 1947, 
on the above-mentioned Loan, the BALANCES will be STRUCK on the 


evening of March 1, 1947, after which date the Stock will be transferred 
ex-dividend. 


For the Bank of Montreal, Financial Agents of the Government of the 
Dominion of Canada in London. 
A. D. HARPER, Manager. 


47, Threadneedle Street, E.C.2. February 1, 1947. 





THE UNIVERSITY OF MANCHESTER 
CHAIR IN ECONOMICS 


Applications are invited for appointment to a_ second Chair in 
Economics. It is hoped that the person appointed will be able to enter 
upon his duties on September 29th, 1947. Salary according to qualifica- 
tions and experience. 

Applications, which must be received on or before February 28th, 1947, 
should be sent to the Registrar, the University, Manchester, 13, from 
whom further information may be obtained. 





AMBRIDGE GRADUATE. (Economics), 27, good business and 
administrative experience, seeks suitable London post; economic 


Sana. trade research or business executive. Highest references.— 
Ox Zz 


Applications are invited for the Chair of Political Science. Salary 
£1,200 per annum (New Zealand currency). Allowance for travelling 
expenses. Further particulars may be obtained from the Secretary, 
Universities Bureau of the British Empire, 24, Gordon Square, London, 
W.C.1. Closing date for the receipt of applications 7th April, 1947. 





NIVERSITY OF LONDON.—The Senate invite applications for the 
Readership in Public Finance tenable at London School of 
Economics and Political Science (salary £800). Applications must be 
received not later than 27th March, 1947, by the Academic Registrar, 
University of London, Senate House, W.C.1, from whom further par- 
ticulars should be obtained. 





NIVERSITY OF LONDON.—The Senate invite applications for the 
Readership in Commerce tenable at London School of Economics 
and Political Science (salary £800). Applications must be received not 
later than 27th March, 1947, by the Academic Registrar, University of 
London, Senate House, W.C.1, from whom further particulars should be 
obtained. 


UNIVERSITY COLLEGE OF WALES, ABERYSTWYTH 


An appointment will shortly be made to a teaching post in the 
Department of Economics and Political Science on the scale of salary 
£600 to £750 per annum, Applications are invited, and should be sent 
to the Registrar, University College of Wales, Aberystwyth, by March 
15, 1947. 
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Statistical Summary 


GOVERNMENT RETURNS 

For the week ended Jan. 25th, 1947, total 
ordinary revenue was £125,551,000, against 
ordinary expenditure of /£58,341,000, and 
issues to sinking funds £300,000. Thus, 
including > sinking fund allocations of 
£12,255,356,. the deficit accrued since? April 
ist is £456,547,893 against £2,058,706,619 for 
the corresponding period a year ago. 


ORDINARY AND SELF BALANCING 
REVENUE. AND EXPENDITURE _ 


Receipts into the 
Exchequer 
(g thousands) 


April | April | 
1 1 | Week | Week 
to to |ended | ended 
Jan. Jan. | Jan. | Jan. 
26, 25, 26,.| 25, 
1946 1947 1946 | 1947 


Esti- 
Revenue mate, 
1 





Orpinary } fe “papas 

RaeVENUE | | | 
lncome Tax 1111000) 853,833, 725,910 65,949 56,268 
Sur-tam ....... --|_ 80,000} 36,119 41,292, 4,500! 4,650 
‘Estate, etc.. Duties 140,000} 95,753) 120,599! 1,970! 4,115 
Seaeag. +s. eos |_ 29,000) 19,694) 29,454, 11650 1.800 
ADE... ait pany 29,062) 27,752, 737, 575 


363,422 284.496 6,170! 6,700 
1,000, 233,293, 40, | 60 


1686000/1398116)/ 1229795 81,016 74,168 


595,000} 461,595) 498,261 6,890 8,955 
592,000) 431,471) 451,800 14,971 13,100 


\ 
' 


1187000} 893,066) 950 061 21,861! 22,055 


Other Inland Rev. 


























Totat {niand Rev. 











Customs. ..cese-s 
Excise ...... bese 

















Total Customs & 
Excise 


eeeeeres 














Motor Duties ....| 45,000) 35,812 41,744, 10,860 12,330 
Surplus War Stores} 150,000 - | 114,824 ... , 
Surplus Receipt: 

from Trading 50,000}... 40,000)... ote 


Post Office (Net 
Receipts) ..... coe eee 400) soe 400 

Wireless Licen 5,300} 3,400 6,380 ... a 

Crowa Lands ....} 1,000 | 840)... 160 


Receipts om 
15,000) 9,486, 23,390} 2,060| 562 


Sundry loans .. 
Miscell. Receipts. .| 22,000! 61,095] 36,800) "854! 3,586 














Total Ord. Rev. .. eet aeea96 16681 )125551 
Sevr-BaLancinG 
Post Gffice ....../120,900| 94,100) 104,300) 2, 2,600 
Income Tax on 

K.P.T. Refunds)... es =| 240,018... 1,268 
Total ........... 5282200)2 2495795) 2688553: 119151! 129419 


Issues out of the 
Exchequer to meet 


payments 
(£ thousands) 














Esti. |——_— ——_—_7— 
Expenditure mate, | April | April | woo] Week 
1946-4 = = ended | ended 
Jan. Jan. Jan. | Jan. 
26 25 26, 25, 
1946 1947 1946 | 1947 
{ t 
Qaeinary 
KxPeNDITURE 
lot. & Man. of 
Nat. Debt. ....| 490,000] 342,827) 372,964) 1,647, 2,811 
Vayments to N. | 
eee 20,000} 8,573! 14,53 739; 1,160 


Nat. Land Fund ;} 0,000)... | 50,000)... |.» 
7,648! 7,002} 82 


Beta ..0000000004 568,000) 359,048; 444,505 2,468 3,971 
servi .13318917/ 4089761, tacts 74,430! 54,370 








Total ....0.6--- 














Satr-Bacancinc | 
P.O. & Brdcasting| 120,900 
Tucome Tax on 

K.P.f Refunds 


OT -|4007817 4542909 3132845 79,398 62,209 


| 94,100 104,300! a 2,600 
| | 1,268 








After increasing Exchequer balances by 
£409,678 to £3,516,811, the other operations 
for the week decreased the gross National 
Debt by £50,897,100 to £25,093 million. 


NET ISSUES (£ thousands) 

ED, Stn TRIO. 3 000 ainctind oon ss cane bs conies> 260 
a no. isin es shah bhektonheans se 90% © 1,552 
Coal Industry Nationalisation Act, 1946, Sec. 34 (1) 3,500 
Loca: Authorities Loans Act, 1945, Section 3 (1)... 2,650 
War Damage: War Damage Commission ....... 2,000 
Finance Act, 1946, Section 26 (7): Post-War Credits 357 

Finaace Act, 1935, Section 30 (1) 3 per cent. Local 
SAR SE aig nb cab ait'n ene bhe se See eeees obs 5,300 
15,619 

NET RECEIPTS (f£ thousands) 


Over.eas Trade Guarantees Act, 1939, Section 4 (1) 16 


CHANGES IN DEBT (£ thousands) 
Net Receipts Net RepayMENTS 

Nat. Savings Certs. 2,900 Treasury Bills .... 619 
24% Defence Bds.. 5,757 % Defence Bonds *2,283 

, 24%, Nat. Defence 
Bonds.......... 10 
3% Term. Annuities 1,570 
Tax Reserve Certs. 14,370 
Other Debt : Inter. 55 

Ways & Means Ad- 








vances ........ 17,145 
Treasury Deposits. 23,500 
59,554 59,552 


* Iacluding £1,636,000 paid off on maturity. 


FLOATING DEBT 


(£ millions) 
Ways. and 
Treasury 
Bills Ad — Trea- 
; eae sury | Total 
pee TCO =| Fhe 
Bank | Posits | ing 
, Debt 
Ten- - | Public of 
der Tap Depts. | Eng- Banks 
land 
oo 
1946 
1598-5| 6229-1 


Jan. 26 |1790- 2 4) 419-3}. 


Oct, 12 |1980-0) 2535-5] 462-7 | 14-8 | 1775-0] 6768-0 
» 19 |2000-0) 2550-6 | 430-4 9-0 | 1764-5!) 6754-5 
» 26 {2020-0) 2532-2) 425-3 ee =| 1743-0) 6720-5 

Nov. 2 |2030-0) 2505-5| 462-5: ee | 1743-0] 6741-1 

9 |2040-0| 2479-0| 426-6 es =| 1743-0) 6688-5 

» 16 [2050-0 2464-4| 405-7 ee =| 1743-0) 6663-1 

23 (2060-0) 2481-5| 392-4 eee =| 1742-5 | 6676-4 

3» —. 2460-5} 372°4 ee =| 2742-5 | 6645-4 
1 2487-3| 376-1 ee | 1742-5) 6685-9 

14 2100- O| 2377-8} 388-6 | 2-75 | 1729-0) 6688-1 

» 21 |2120-0) 2496-0) 375-8 | 17-3 | 1688-5| 6697-5 

» 28 |2140-G) 2455-6) 448-0 es =| 1676-5) 6720-1 


Jan. 11 |215@-0) 2467-1) 411-4 
» 18 |2150+0) 2457-2) 412-2 eee 
» 25 |2145-0) 2461-6] 395-2 eee 


«- | 1686-5] 6715-0 
1681-0] 6700-4 
1657-5} 6659-2 


TRI ASURY BILLS 


(£ millions) 





os Percentage % 
te of — Rate Allotted 
Tender Ottered Allotted of Allot- at Min. 
ment Rate 
1946 


Jan, 25 | 14)-. | 209-9] 140-0 | 10 1-78 51 


Oct. 25 | 170-0 | 262-4] 160-0 | 10 2-03 52 
Nov. 1 | 160-0 | 290-9] 160-0 | 10 1-37 39 
a 8 | 160-0 | 293-4 | 160-0 | 10 1°32 38 
» 15} 160-0 | 282-2 | 160-0} 10 1-69 45 
» 22 | 160-0 | 272-0 | 160-0] 10 1-67 45 
29 | 160-0 | 258-3 | 160-0 | 10 0-62 54 
Dec. 6 | 170-0 | 313-7 | 170-0 9 11-25 31 
» 13 | 170-0 | 295-8} 170-0) 10 0-14 4 

» 20 | 170-0 | 280-3 | 170-0 9 11-92 46 
27 | 170-0 | 285+8 | 170-0-| 10 0-27 47 


Jan, 3] 170-0 | 273-7} 170-0 | 10 0-69 54 
» 10] 170-0 | 287-6} 170-0 | 10 0-16 41 
» 17 | 10 | 273-4] 165-0) 10 0-41 51 
» 24 | 160-0 | 277-2 | 160-0 | 10 1°43 24 


On Jan. 24 applications for bills to be paid on Monday, 
Friday and Saturday were accepted as to about 24 per 
cent. of the amount applied for and applications at higher 
prices were accepted in full, Applications for bills to be 
paid on Tuesday, Wednesday and Thursday at £99 17s. 7d. 
and above were accepted in full. £160 million (maximum) 
of ee Bills are being offered for Jan. 31. For the 





week en Feb. 1 the Banks will not be asked for Treasury 
deposits. 

NATIONAL SAVINGS 
CERTIFICATES AND 24% BOND 
SUBSCRIPTION 
e amanne 
Week | % | “Week 24% 
cid 8a) hs | Se | ate 

—_—__—_— Tats ——— 
1 4,400 2,590 
Nov. 2. 2,900 | 2,090 2,500 1,960 
» _9.| 3,250 | 2530 
16.| 2,800 | 2,875 2,600 2,910 
» 23.} 3,950 | 3,230 3.500 3,240 
30.} 2,900 | 4,230 





3,700 6,750 


Totals | 
to date ~ 673,670 §€0,660 


* 374 weeks. § 28 wishin, « sberected total). 
Up to Jan. 18th principal ot Savings Certificates to the 
amount o! 4417,725,000 had been repaid 


BANK OF ENGLAND 
RETURNS 
JANUARY 29, 1947 


ISSUE DEPARTMENT 








£ £ 

Notes Issued : Govt. Debt... 11,015,100 
In Circln. ... 1364,484,524]| Other Govt. 

In Bank ks. De- Securities ... 1438,260,019 

paitment . 85,763,309 | Other Secs... . 715,550 
Coin other 

than Gold... 9,331 

— of Fid.—-—---—— 

= vedas 1450,000,600 
Gold Coin and 
Bullion — (at 
172s. 3d. per 

oz, fine)..... 247,833 

1450,247,835 1450, 247,835 


BANKING DEPARTMENT 


; £ £ 
ee .-- 50 14,553,000] Govt. Secs... 242,658,343 


eee 3,739,973 | Other Secs. : 








‘Public Deps.*. 15,990,169] Discounts and 
-—_ on «. 25,445,537 
Other Deps. : ~ Securities... 28,310,542 
Bankers..... 288,364,783 2 4D engipaee nen 
Other Accts... 60,573,084 53,756,369 
Notes........ 85,765,509 

348,937,867 

RS os awa<> 1,042,983 
383,221,009 383,221,009 


* Including Exchequer, Savings. Banks, Commissioners 
of National Debt ond Dividend Accounts. 


COMPARATIVE ANALYSIS 




















(£ miilions) 
1946 | 1947 
Jan. | Jan. | Jan, | Jan. 
30 | 15 | 22 |-29 
Issue Dept. : | | 
Notes in circulation ..... 1331-4)1385-6,1371-5 1364-5 
Notes in banking depart- | | 

TORE ~. fe vi ee cesses 68-8) 64-7, 78-7 85-8 
Government debt and 

securities*® ..... net ~~ 3 1449- ane. 2,1449-5 
Other securities .. ee 0-7 a 0-7 
GROEN Soc vsccesséidevetes ° 0-2 0-2 
Valued at s. per fine oz. 1723 172/38 17273, 172/3 

Banking Dept. : 
Deposits : 

MIDEG 5 isan ss 0edss'e 50s 11-0} 25-2) 17-5' 16-0 
ROT. $0 ckkasa, 20 » | 279-7) 298-7) 288-5) 288-4 
SEN ocevewe seccecepe 55- 3 57-2) 58-3, 60-6 
ES inc cakerv ann he aa 346-5) 381-1) 364-3 365-0 

Securities : | 
Government..........+. 265-1) 297-2) 261-7) 242-7 
Discounts, etc. ......... 5°5| 18-4) 23-4 25-4 
ST cit cine chceskseire a. 5) 18-0} 17-8 28-3 
Celeb oc cccsecescccccs: +1] 333-6) 302-9 2%-4 

Banking dept. res. ........ 8: 4 65: 7 79- 4 86-8 

/0o v 
OOOO ” 6 05000250806 20-0) ii. 2; 3. 8! 23-7 


* Government debt is £11,015,100; capital £14,553,000. 
Fiduciary issue raised from £1,400 million’ to £1,45) 
million on December 10, 1946. 


GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the 
week. In the London silver market price per fine ouice 
was raised from 44d. to 553d. on August 6th, 1946. The 
New York market price of silver changed to 70} cents on 
January 20th, 1947. Bombay bullion prices were as 
follows :— 


Gold Silver 
per r 
Fine Tolas 100 Fine To!a> 
1947 Rs. a. Rs. a. 
SS er Markets closed. 
Seer 154 8 
ep ‘BBrecbenccececs 9 157 2 
gp VAR ctw ones dh tn pose 107 —~O0 156 14 
p BB acccccccccccsiove 106 12 154 10 


Se Seer et Te pee 106 12 157 0 


of 1 
the 
Tre 


The 
inst 
or | 
end 
buy 


line 


The 
by 


. Jan. 


whi 
mor 
Ecoi 
Feb: 


It 
to s 
men 
regi 
in / 
bein 


year 
debs 
bilit 
on 4a 
only 
gros 
corp 





548 


37 
Sg 
569 
39 


983 
009 
nets 


86-8 


of 

23-1 
53,0000. 
£1,45) 


or gold 
vut the 
e ounce 
6. The 
‘ents on 
were as 


er 

e Tolas 
a. 
8 


14 
10 
0 





THE ECONOMIST, February 1, 1947 


THE MONEY MARKET—The short loan position in the early part 
of this week was easier than for some time, mainly, it appears, because 
the market and several banks had considerable holdings of end-month 
Treasury bills acquired and retained last year for the purpose of the 
monthly make-up as it was before the cessation of window-dressing. 
These maturities thus helped to swell the supply of available funds, 
instead of being used simply to inflate bank cash on the one hand 
or for re-sale to the Bank of England on the other. Whereas, at the 
end of last week, there had been further dealings with the special 
puyer (though none on the Saturday), on Monday and Tuesday this 
week credit supplies were plentiful, with the banks taking considerable 
lines of March and: April maturities. 

The floating debt position differed little from the previous week. 
There was again no call for funds on TDR’s, while maturities held 
by the clearing and Scottish banks totalled £23 million. Bill maturities 


~— 
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and payments were again nominally balanced at £160 million, and the 
market secured roughly the same proportion as in the previous week 
—about 50 per cent—although applications were divided between 
89-day bills (Monday, Friday and Saturday) and 90-day bills (Tuesday, 
Wednesday and Thursday). As applications for both were submitted 
at the same price, the market secured a full allotment of the longer 
bills but only 24 per cent of the shorter. 

The £7 million reflux of currency was again larger than in the corres- 
ponding week of 1946, but virtually the whole of this movement was 
neutralised by a decline in the Bank’s total security portfolio. Hence, 
by Wednesday, market payments for bills and tax transfers had dried 
up the credit surplus and forced the discount houses to seek official 
aid on an appreciable scale. The note circulation is now almost back 
to its November “ low,’’ and the Bank’s reserve stands at the unusually 
high figure of 486-8 million. 





SECURITY PRICES AND YIELDS 


(A fuller list containing 370 securities appears weekly in Records and Statistics) 
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which was more than twice the volume accepted in 1945. At 
the same time the Society has realised, at a useful capital profit, 
a total of £859,441 of Government securities. The great increase 
in new mortgage business last year, which was based largely on 
purchases by tenant-occupiers, has indeed transformed the finan- 
cial situation of the building society movement and no doubt the 
figures of the Burnley Society will be matched by those of other 
large institutions which are due to appear in the course of the 


next week or two. 
* 


As from February 2nd the price of linseed oil is being increased 
by the Ministry of Food by £65 per ton to £200 per ton. Last 
autumn the price was increased by £70 per ton to £135 per 
ton. Other crude oil prices have also been increased, sperm oil 
being £125 per ton instead of £90. The price recently paid to 
Argentina for 100,000 tons of linseed has not been disclosed, but 
it appears to have been in the region of £175 per ton. 

*x 


The revised fares of the London Passenger Transport Board 
which the Minister of Transport announced in the House of Com- 
mons on November 4, 1946, and which were summarised in The 
Economist of November oth, will be brought into operation on 
February 9, 1947. 

* 


It is believed that the Ministry of Food has secured or is about 
to secure some 500,000 tons of wheat from Argentina for ship- 
ment in the first half of 1947. The price is likely to be in the 
region of $2} per bushel, or perhaps double the internal price 
in Argentina for the 1947 crop. Concurrent arrangements are 
being made for exports of caustic soda to Argentina. 

x 


The Leopoldina Railway of Brazil is seeking a further five- 
year extension of the 1933 scheme of arrangement, postponing 
debenture interest from December 31, 1946. The accrued lia- 
bilities as at that date were £1,902,420, including £555,386 interest 
on arrears, while net receipts for 1942 to 1945 inclusive averaged 
only £216,477 or nearly £100,000 a year less than the current 
gross debenture services. The scheme has the approval of the 
corporate investors’ organisations. 


Prices, Price, Net Gross 2 aerate | Price, 

. Jan. 1-Jan. 29, Jan. Price, | Yield,* | Yield,* || Jan. 1-Jan. 29) Pivideach | Jan Price, Yield, 
1947 Name of Security 22, Jan. 29, | Jan. 29, | Jan. 29, | 1947 Name of Secunty 22, Jan. 29, | Jan. 29, 
eee 1947 1947 1947 wae We sae i 1947 1947 1947 

High | Low | || High | Low | @) ©) © c.. 
} | | % % | Other Securities | £ 6. a. 
British Funds* | | 1333 | 3228 (a) (d) |\Australia 3£% 1965-69. .... 4124 12 = 12 8 3 
} . , | £ s.d. | £ s. d. || 105% | 1043 (a) (d) Birmingham 24% 1966-71. .|) 105 105 a 28.9 
103% | 101g {Conversion 3% 1948-53.........- 101gxd| 101}xd as 1 210 || 102 100} (a) (d@) |\Argentine 34% 1972 ...... 101 101 a 89 
103} 1024§ || War Bonds 24% 1949-51. .......- 103% 1034 0 2 6]1 4 7 || 128/9 | 124/43} 40 &}| 40 e||Anglo American Corp. 10s...|| 127/6 127/6 329 
102 1013 ||Exchequer Bds. 13% 1950........ 1014 102 0 6 3})1 1 7 |} 1353/9 | 118/9 15 b 5 a \j|Anglo-Iranian Oil {1...... || 131/3 130/- oe 
105 3034 ||War Bonds 24% 1951-53 ........- 103}8xd| 104xd|0 7 2})1 8 9 71/- 63/5}} 10 e 10 ¢ |/Assoc, Port.Cem. Ord. Stk. {1|| 66/6 67/- 219.9 
105% | 103% ||War Bonds 24% 1952-54........-. 1044 1044xd; 010 7}112 2 42/- 29/- 25 e| 40 e |/Austin Motor A Ord. Stk. 5s.|| 41/3 40/6 |} 419 0 
1054 | 1044% ||Funding 23% 1952-57... .......... lord 1053 09 3;113 11 | 95/43) 88/3 7b 7 a ||Barclays Bank Ord. “B” {1 93/-xd) /- + 3-3 
08 | 107% ||Nat. Defence 3% 1954-58......... 107 307 | O11 7/117 8 || 243/9 | 222/6| +5 a| 20 6 |\Bass Ratcliff Ord. {1 ...... || 235/- 232/6 |2 2 3t 
109% | 108% ||War Loan 3%, 1955-59..........- 1093 109§ | 011 9/]118 5 |) 105/73} 97/6 12 b 8 a |\British Oxygen Ord. £{1..../| 101/3 98/9 |4 1 0 
108% 107% = ||Savings Bds. 3% 1955-65......... 107%xd| 107#xd| 014 3/2 0 0 58/6 53/9 5b 23a |\Courtaulds Ord. {1........ |} §5/9 §5/3 yo 
105} | 104% |\Funding 23% 1956-61 ........... 105% 105} | 016 0/118 8 28/9 | 26/- 8 ¢ 8 ¢ ||\Dorman Long Ord, {1....- i} 27/3 26/3 |}6 1.9 
109} | 108% ||Funding 3% 1959-69............- 109} 1098 | 0.17 7) 2 4 1} 77/4) 72/13 8 ¢} 12 ¢||Dunlop Rubber Ord. £1....|| 74/- W/- | 3-5 6 
121}? 121% ||Funding 4% 1960-90............. 121% 121% |01011);2 310 47/6 44/74 5 6b 3 a |\imp. Chem. Ind. Ord. Stk. 41|| 46/6 45/3 310 6 
110% | 108} ||Savings Bds. 3% 1960-70........- 108$xd|  1088xd; 019 3;2 4 9 49/6 40/- The}. 10 ¢ ||Lancs, Cotton Ord. Stk. £1..\) 47/- 46/3 48 9 
104% | 104% ||Savings Bds. 24% 1964-67........ 104} 104% | 1 2 5/2 410 || 55/6 52/3 5 e 5 ¢ ||Lever and Unilever Ord, {1 54/3 54/- 117 0 
123g «| 122 Victory Bonds 4% 1920-16f....... 122jxd| 122jxd) 015 9| 2 610 || 77/6} 68/9 10 ¢} 10 ¢e ||London Brick Ord. Stk. {1.|| 72/6 71/3 | 216 0 
111% | 109} |/Savings Bds. 3% 1965-75........- 1093 xd 109§xd) 11 2;2 6 8) 84 81 (a) (a) L.M.S. 4% Ist Pref. Stk.....| 824 82} 417 0 
1084, | 1074 ||War Loan 3$% aft. 1952 ......... 108% 1085 |010 0|;2 11) 3/9 34/- 4tb 24a ||N.-Eastn. Elec. Ord. Stk. £1|| 34/6 35/- 4 0 0 
116 | 1144 ||Consols 4% (after 1957).........- 1l6}xd}  116%xd| 0 9 11 | 2 211 58/9 §2/- 1246 5a |P’chin J’nson Ord, Stk. 10s 55/6 54/- | 3 5 0 
115g | 11448 ||Conv. 34% (after 1961)..........- 115 115} 016 9);2 6°*9 39 37 $69.07c|t 114% © || Prudential “A” ¢1......... 38} 37 [nl 17 3t 
100} 99} || Treas.Bds.2$% (after 1975) ....... 99jxd} 99%xd) 1 7 8/210 2 63/44) 57/- 124¢} 12h¢ |'Stewarts and Lloyds Det. 41!) 58/- 59/- |4 4 9 
110} | 109$ ||Treas. Stk. 3% (aft. 1966)........ 109} 1094 1 2 7|2 8 10 || 105/73) 93/14) +326} +2ha |\‘Shell” Transpt. Ord. Stk. {1|| 97/6xd| 102/6 | 1 4 St 
117% | 1104 ||Redemption 3% (1986-96)........ 1164 116} | 1 3 0} 2 7 10 | 147/14) 137/6 | 10 a} 1246 |\Tube Invst. Ord. Stk. £1...|| 141/3 | 141/3 | 3 3 6 
99 98 DEORE ERTL s ayy .0 s-stb's 40:0.40'0-0,9.08 98} 8% | 1 8 O1 211 0 96/3 | 86/9 3ia 83 b |Turner & Newall Ord. Stk. £1)| 92/6 91/ 215 0 
i 107/3 | 99/9 15 aj} §5 b || Woolworth (F. W.) Ord. 5s. || 104/- 102/-xd 3.8 6 
Wi i | | 
* To earliest redemption, except § flat yield and { assumed average life 17 years 6 months | (a) Interim. (b) Final. (c) Whole year. (d) Int. paid half-yearly. (nu) Yield Basis 
Net yields after allowing for tax at 9s. in £. || 69-58% + Free of Tax. 
(Continued from page 214) The Reconstruction Finance Corporation has raised the 


American price of natural rubber from 22} to 253 cents per pound 
as from January 13th. This adjustment reflects the prices paid for 
Malayan rubber in the third quarter of 1946. British Government 
stocks of natural rubber on December 27th totalled 164,048 tons, 
at an average cif cost of 15d. per pound. This rubber is currently 
available to manufacturers at 15i%d. per pound. 


* 


Zinc Corporation, with its associate New Broken Hill, plans to 
increase its mining output from 500,000 to one million tons of ore 
per annum within seven to ten years. All the corporation’s non- 
mining interests, including power company and smelting invest- 
ments, are to be transferred to Broken Hill Corporation, a new 
holding company with a capital of £3 million, of which £1 million 
is to be in 4} per cent cumulative redeemable £1 preference shares. 

*« 


Aluminium production in the United States in 1946 was esti- 
mated at 418,000 short tons, or nearly three times the 1938 total. 
In 1947 production, which is now running almost at capacity, may 
exceed 600,000 short tons. Aluminium sheet deliveries in the 
second half of 1946 exceeded 250,000 short tons. 

* 


As from January 17th, the Minister of Transport has issued a 
general sanction permitting transfer of vessels or parts of vessels 
of under 50 tons gross on the United Kingdom merchant shipping 
registers or fishing-boat register, provided that the vessels are not 
requisitioned. Transfers can only be made to persons entitled to 
Own, or possess mortgages on, British ships. 

«x 


The Office of Metals Reserve of the Reconstruction Finance 
Corporation is reported to have contracted to purchase not less 
than 2§ per cent of the tin ore produced in the Netherlands East 
Indies during 1947, up to a maximum of 9,000 tons tin content, 
plus 1,000 tons of tin produced in 1946. This will ensure some 
high-grade ore for the Texas smelter. The Combined Tin Com- 
mittee allocations for the first half of 1947 total 10,915 tons, of 
which the United States is to receive 3,640 tons, France 2,275 tons, 
India 1,140 tons and Canada 680 tons. 











THE UNION BANK 
OF AUSTRALIA LIMITED 


ESTABLISHED 1837. 


With a network of branches throughout every important pastoral, agricultural, 
commercial and industrial area in 


AUSTRALIA and NEW ZEALAND 


and with Agents in the principal cities throughout the world, The Union Bank 
of Australia, Limited, is able to offer the facilities of a most comprehensive 
banking service. 


Head Office : 

71, CORNHILL, LONDON, E.C.3. 
West End Agency : 

15, CARLOS PLACE, LONDON, W.I. 


oar BN SCOTLAND 













Head Office: Branches throughout 
EDINBURGH SCOTLAND 
€sTO. 1623 










LONDON OFFIGES: 37, Nicholas Lane, £E.C.4; and 
18/20, Regent Street, Piccadilly Circus, S.W.1. 
Every description of Banking Service undertaken. 









DEN NORSKE CREDITBANK 


Established 1857 





Capital 
Paid-up and OSL Oo, 
Reserves 
Kr. 
34,200,000. NORWAY 
Branches: Arendal, Larvik, Lillesand, Mandal, Porsgrunn, Risor, 


Solor (Flisa), Tonsberg. 
Every Description of Banking Business transacted 
Correspondence 'nvited 
“ Creditbank ™ **21820 Oslo” 


Telegraphic Address : Telephone : 





Four banking needs in Canada can be 
fully met by our 500 Canadian offices 


The Canadian Bank of Commerce, 


Incorporated in Canada in “1867 with Limited Liability 


2, Lombard Street, London, E.C.3 
Head Office: — Toronto 





THE ENGLISH, SCOTTISH & 
AUSTRALIAN BANK, LTD. 


Head Office: 5 Gracechurch Street, London, E.C.3 


Subscribed Capita! .. oe £5,000,000 
Paid-up Capital 3,000,000 
Further Liability of Proprietors 2,000,000 
Reserve Fund . 1,815,000 


Chief Office in sdhesitrdlin 


Collins Street, Melbourne, 
and many Branches and Agencies throughout Australia. 


With. its widespread connections, this’ Bank offers. every facility tor the 
conduct of ali classes of Banking and Exchange busines: with Australia. 
J. A. CLEZY London Manage: and Seeretaty 
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in 
AUSTRALIA, NEW ZEALAND 
Fift and PACIFIC ISLANDS. 


BANK OF NEW SOUTH WALES 


{Incorporated in New South Woles with limited liebility) 
FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 
LONDON OFFICES: 2? Threadneedle Street, E.C.2., and 47 Berkeley Square, W.1. 










Lloyds Bank 
| lookafter 


your interests 


SEE THE MANAGER OF YOUR LOCAL BRANCH 












GRESHAM LIFE 


ASSURANCE SOCIETY LTD 
Established 1848 


Head Office : Aldwych House, Aldwych, London, W.C.2 


Enquire, stating age, for particulars 


REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 
£15,600,000 


£173,000,000 


ANNUAL INCOME EXCEEDS 
ASSETS EXCEED 
CLAIMS PAID EXCEED 

(1945 Accounts) 





. HOUBLON—NORMAN FUND 


The Trustees of the Houblon-Norman Fund invite applications tor 
Fellowships or Grants in aid of research into the working of financi:! 
and business institutions in Great Britain and elsewhere, and tl? 
economic conditions affecting them, 

Apart from exceptional cases, awards will be confined to British-bor' 
subjects normally resident in the United. Kingdom, and will take eff’ 
from October 1, 1947. Fellowships will be awarded for one yi’, 
renewable for a second year, and the amount of all awards will depen: 
upen the circumstances ef the candidate and the likely expenses of |: 
work. 

Applications should be made not later than March 3ist, and for: 
of application may be obtained from the Secretary of the Fund (H. © 
Mynors), c/o the Bank of England, London, E.C.2 


i ‘OTHER NOTICES ON PAGE 221 
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